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* By Courtesy of the Federal Power Commission. 
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Mid-Century Convention Largest in 
KEI History 
Delegates Ratify “Principles for Sound Water Resources 
Development” by Unanimous V ote—Hear 15 Business 
Leaders Discuss Industry and National Problems 

DOPTION by enthusiastic accla- but to the economic and personal free- forward rapidly in the best interests 


mation of “an electric industry 
‘Bill of Rights’” on resources 
levelopment, and the largest Conven- 
ion attendance in Institute history were 
ighlights of a mid-century meeting 
hich was marked by energetic and 
rank discussion of industry and na- 



















ional problems by fifteen business and 
rofessional leaders during the three- 
ay span of EEI’s 18th Annual Conven- 
jon, June 5-7, in Atlantic City, N. J. 
History was made at the Convention 
n the afternoon of its first day when 
resident Lindseth called for ratifica- 
ion of a 15-point document titled “Prin- 
iples for Sound Water Resources De- 
elopment.”” In giving their approval 
if the ‘‘Principles,” the assembled dele- 
ates demonstrated the electric indus- 
t's unity in perhaps the most impres- 
ive display of unanimity in industry 
nals. A record attendance of approxi- 
mately 3000 electric company delegates 
pnd guests at the Convention gave the 
ecasion further significance. 

The “Principles” were submitted, 
prior to ratification by the Convention, 
0 President Truman’s Water Resources 
Policy Commission at the Commission’s 
equest. This statement of policy is view- 
td in the industry as presenting a rea- 
mable and workable plan which would 
rovide for the full development of the 
ation’s natural resources, and, at the 
ame time, go a long way toward re- 
oving the threat of Federal domina- 
ion, not only to the electric industry, 





doms of all United States citizens. The 
“Principles” appear on page 255 of this 
issue of the BULLETIN. 

There could be no doubt that Con- 
vention speakers and delegates alike were 
concerned about the trend toward na- 
tionalization, but there was in evidence 
a spirit of tempered optimism for the 
determination that the 
electric industry should continue to move 


future and a 
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of its customers, stockholders, employees, 
and the nation as a whole. 

This was emphasized in talks on the 
electric utility of the future, personnel 
policies and development, investor and 
employee information programs, sales, 
and rural electrification. The urgent 
need to stop the march of Federaliza- 
tion was treated effectively in several 
addresses, received with enthusiasm by 
the delegates. All of the addresses given 
at the Convention appear in this issue 
of the BULLETIN. 

Louis V. Sutton, president and gen- 
eral manager of the Carolina Power and 
Light Company, Raleigh, N. C., was 
elected President of the Institute at the 
Convention, succeeding Elmer L. Lind- 
seth, president of The Cleveland Elec- 
tric Illuminating Company, Cleveland, 
Ohio. 

Following his presentation to the dele- 
gates as the Institute’s new President on 
Wednesday morning, Mr. Sutton led a 
rising vote of thanks to Mr. Lindseth 
for his inspiring and vigorous leadership 
during 1949-1950. 

Elected as Vice President of the In- 
stitute at the annual meeting was H. B. 
Bryans, president of the Philadelphia 
Electric Company, Philadelphia, Pa. 
Fifteen electric company executives were 
elected to the Institute’s Board of Di- 
rectors for three-year terms, and two 
additional executives were chosen to fill 
vacancies. Stuart Cooper, president of 
Delaware Power and Light Company, 
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NEW PRESIDENT OF THE INSTITUTE 


OUIS V. SUTTON, President and General Manager of the Carolina 
Power and Light Company, Raleigh, N. C., elected President of the 
Edison Electric Institute at the Institute’s 18th Annual Convention, 

June 6, 1950, succeeds retiring President Elmer L. Lindseth, President of The 
Cleveland Electric Illuminating Company, Cleveland, Ohio. 

One of the best known leaders in the electric industry, Mr. Sutton has been 
active in a number of regional and national organizations. His past service 
with the Edison Electric Institute includes duty as a member of the Board of 
Directors, and, since last June, as the organization’s vice president. 

Born in Richmond, Virginia, in 1889, Mr. Sutton was graduated from 
Virginia Polytechnic Institute in 1910 with the degree of B.S. in Electrical 
Engineering. 

After graduation from VPI, Mr. Sutton served two years with the General 
Electric Co. as a member of its engineering test course. In 1912 he joined the 
Carolina Power and Light Co., the organization he now heads. Beginning as 
9 statistician, he successively became assistant engineer, division manager, com- 
mercial manager, and assistant to the general manager. 

In 1924, he accepted the position of assistant general manager with the 
Arkansas Central Power Co. Later he moved to Jackson, Mississippi, where 
he helped organize the Mississippi Power & Light Co., becoming vice president, 
general manager, and a director of that organization. 

Mr. Sutton returned to Raleigh in 1933 to become president and general 
manager of the fast-expanding Carolina Power and Light Co. 

During Mr. Sutton’s leadership, Carolina Power and Light Co. has experi- 
enced one of its most active periods of expansion, and the company has achieved 
its greatest financial stability. When he assumed the presidency, gross revenues 
of the company were less than $9,000,000, while now they are over $30,- 
000,000. By purchase of smaller companies and extension of its lines, the 
company has come to serve 295 communities in North and South Carolina, 
with approximately 250,000 customers. 

In April, 1950, Carolina Power and Light Company mailed preferred stock- 
holders the 100th consecutive quarterly dividend paid by the present Company 
on its preferred stock—the 170th consecutive quarterly dividend mailed to 
preferred stockholders since the predecessor company issued its first preferred 
stock in 1908. 

Mr. Sutton now is directing an $85,000,000 postwar construction program, 
which already has resulted in the completion of one steam electric generating 
plant and the beginning of construction of another. The system now has 12 
generating plants, ranging from the 140,000 horsepower Walters hydroelectric 
plant in the mountains of western North Carolina to the new 120,000 horse- 
power steam electric plant in Lumberton. 

In 1948, the last ties financially linking CP&L with other utilities or hold- 
ing companies were severed, and since then it has been an independent com- 
pany, owned by over 33,000 stockholders, a substantial percentage of them 
living in North and South Carolina. All the officers and directors of the 
company are citizens of one of the two states in which the company operates. 

Other interests of Mr. Sutton in the electric field include membership in 
the American Institute of Electrical Engineers and the North Carolina Society 
of Electrical Engineers: director and past president of the Southeastern Electric 
Exchange; past director of the National Association of Electric Companies ; 
one of the organizers of the industry’s Public Information Program. 

Mr. Sutton is a director of the National Association of Manufacturers, 
director of the Business Foundation of the University of North Carolina and 
director of the Engineering Foundation, State College of the University of 
North Carolina. A member of the Raleigh Rotary Club, he is an Episcopalian. 
In 1944, he was awarded the degree of Doctor of Engineering by North 
Carolina State College. 
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Wilmington, Del., will serve as a Di- 
rector until 1951; and J. G. Holtzclaw, 
president of Virginia Electric and Power 
Company, Richmond, Va., will be a 
Board member until 1952. 


In addition to the newly elected direc- 
tors portrayed on the next page, Messrs. 
Lindseth and Sutton were elected to 
the Board for a three-year term. 


This year’s Convention was composed 
of five general sessions, the first being 
held on Monday afternoon. Following 
the second session on Tuesday morning, 
the third and fourth sessions were held 
concurrently that afternoon, and the 
fifth session completed the Convention’s 
business on Wednesday morning. There 
was, in addition, a luncheon meeting of 
the Board of Directors at noon on 
‘Tuesday. 

At the Convention’s principal social 
gathering on ‘Tuesday night, formal 
presentation of the Charles A. Coffin 
Award for 1949 was made to The 
Washington Water Power Company, 
Spokane, Wash. Full details of the cere- 
mony appear elsewhere in this issue 
of the BULLETIN. 

Other prize awards—the Claude L. 
Matthews Valor Award and the Reddy 
Kilowatt Award—were presented dur- 
ing ceremonies conducted by George E. 
Whitwell, chairman of the E.E.I. Prize 
Awards Committee, at the Wednesday 
morning session. The full report of the 
committee appears in another part of 
this month’s BULLETIN. 

Two men were named for the Valor 
Award this year. One of them, John 
Fallis, boiler operator of the Kentucky 
Utilities Company, was honored for 
risking his life when he shut off a power 
plant turbine, which was running at 
excessive speed, out of control. The other 
winner, A. L. Herriott, an employee of 
the Texas Power and Light Company, 
received his award for heroism during 
a Denton, Texas, ice storm. Having 
broken his leg in a fall from an ice- 
covered pole, Mr. Herriott stayed on 
duty, supervising efforts to restore elec- 
tric service. 

Presented with the Reddy Kilowatt 
Award for the best 1949 annual report 
was the Union Electric Company of 
Missouri, St. Louis, Mo. Honorable 
mention certificates went to the Arkan- 
sas Power & Light Company, Pine Bluff, 
Ark., the Central Arizona Light & 
Power Company, Phoenix, Ariz., and 

(Continued on page 240) 
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New Members of the EEI Board of Directors 





STUART COOPER 
President, Delaware 
Power & Light Co. 


C. P. Crane 
President, Consolidated 
Gas Electric Light & 

Power Co. of Baltimore 





D. S. KENNEDY 
President, Oklahoma Gas 
& Electric Co. 





J. W. Parker 
President and Gen. Mgr., 
The Detroit Edison Co. 
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E. W. DoEBLER 
Vice President and Opr. 
Manager, Long Island 

Lighting Co. 





L. M. KLAuBER 
Chairman of the Board, 
San Diego Gas & Electric 

Se: 


H. T. PrircHarp 
President, Indianapolis 
Power & Light Co. 





J. G. HoitzcLtaw 


President, Virginia Elec- 
tric & Power Co. 








M. F. GILt 
Chairman of the Board 
and President, Kansas 
Gas & Electric Co. 





R. H. KNow.tTon 
President, The Connecti- 
cut Light & Power Co. 





K. M. Rosinson 
President, The Washing- 
ton Water Power Co. 
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INCE we met here a year ago the 
Institute has grown in size and 
service. Our membership today in- 
kludes 198 companies, which are serving 
k+ per cent of all electric customers 
erved by the investor-owned companies 
{ America. Altogether our member 
ompanies directly serve more than 28,- 
500,000 customers—an increase of 3,- 
500,000 in the past year—and furnish 
power for millions more. 

But most important—our industry is 
pplying America with the world’s 
ighest standard of electric light and 
ower service. 

One of the important tools which en- 
bles our industry to maintain this world 
dership is the Edison Electric Insti- 
ute. 

The Institute provides an essential 
ervice behind the service. It stimulates 
he exchange and generation of ideas and 
a Power Byperience for the benefit of all parties 
D0. t interest in our companies—the cus- 
omers, employees, investors, suppliers, 
d the public. 

The Institute has 45 working com- 
hittees with a total of 1100 members, 
ctioning under the guidance of the 
Board of Directors with its 42 members. 
Our working committees apply them- 
ves to a wide range of problems that 
onfront our business—they really work 
d produce. 

During the past year the committees 
d over 250 meetings with a total at- 
ndance of several thousand. 
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Institute Contributions Praised 


The chairmen and members all de- 
eve the greatest credit for their con- 
ibutions, and I am pleased today, on 
half of the Board of Directors, to 
atefully acknowledge their service. 
Besides its 45 working committees, I 
testify—as president of the Institute 
br the past year—that you also have a 
orking Board of Directors, and a 
borking Staff. 
The Board has given the Institute un- 
mited and invaluable service, which 
Vi tits the full appreciation of all our 
embers. 
HUERK [Our Board and committees, in turn, 
‘ew Jersey" much to our capable Vice President 


Jight Co. 
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The President’s Address 


By Elmer L. Lindseth 


President, Edison Electric Institute 


City, N. J., June 5, 1950 


E. L. LinpsetH 


and Managing Director, Colonel H. S. 
Bennion; to the Assistant Managing Di- 
rector, A. B. Morgan, and to the com- 
petent Staff of the Institute. 

The only limitation on the value of 
the Institute to the electric light and 
power companies of the nation, in my 
opinion, is the extent to which they par- 
ticipate and cooperate with it. 

Therefore, it is to be desired that 
every electric light and power company 
which is not a member of the Institute 
join in its work. Every company should 
give constant support to making our in- 
dustry a better industry, of ever-increas- 
ing service and worth to all the people 
of our nation. This is the Institute’s 
goal! 


Stronger Than Ever Before 


By every standard, our industry today 
is a greater asset to our nation than ever 
before. It is more productive than ever 
before. It is stronger in every com- 
ponent part; in the size and efficiency of 
its power plants and other facilities, the 
skills of its manpower, the solidarity of 
its aggregate financial structure, and the 
nationwide adequacy and dependability 
of the vital public service it supplies. 

During the five postwar years we have 
carried forward successfully the largest 
construction program ever undertaken 
by any industry in the United States. We 
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An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


have demonstrated our ability to design, 
build, operate, finance and serve, and to 
maintain the best of relations with our 
customers, employees, investors and the 
public. We are supplying electricity at 
a lower average price than 10 years ago, 
despite the fact that we have been 
plagued with the same high costs that 
have bedeviled everybody else. 

Since V-J Day we have added over six 
million new customers to our lines. We 
have completed about 75 per cent of 
our $10 billion 1946-51 construction 
program, which will add 21 million kilo- 
watts to our power production capacity 

an increase of 52 per cent—and will 
give us an estimated reserve of 18.9 per 
cent by the end of next year. 


12 Billion In 8 Years 


Further, our companies have under 
construction and_ scheduled through 
1953 additional projects aggregating $2 
billion, with still more projects on the 
drafting boards. 

This adds up to $12 billion in eight 
years, doubling the investment of eight 
years ago. This represents a total pri- 
vate investment of $24 billion, made un- 
der freedom of enterprise and exemplify- 
ing true public ownership of public utili- 
ties at work in the service of the public! 

By the end of this vear the electric 
companies of our country will be serving 
about 45,000,000 customers, including 
5,500,000 farms. 

Electric service will then be available 
to 97 per cent of the nation’s farms, and 
to 98 per cent of all occupied homes, 
urban and rural. 


80 Per Cent of Nation’s Customers 


Thus the electrification of our nation, 
in the sense of universal availability of 
electric service, is nearly complete. And 
despite the invasion of the electric utility 
industry by the Federal government, the 
electric companies are directly serving 80 
per cent of the nation’s electric custom- 
ers and are supplying 85 per cent of the 
power which utility customers consume. 

But nobody in our business thinks that 
the electrification of the nation, in the 
sense of supplying all the electric service 
that an increasing population and an ex- 
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panding economy will require, is com- 
pleted—or ever will be completed. 

Let’s take a look at the future. If our 
industry should grow in the next 20 
years at the same rate it has grown dur- 
ing the past 20 years—half of which 
were depression years—by 1970 its 
power plant capacity will have tripled to 
over 200 million kilowatts, compared 
with today’s 64 million kilowatts; an- 
nual revenue of $11% billion will be 
2% times today’s $4%4 billion; and 
property and plant of $65 billion will 
be three times today’s $22 billion. 

These figures are merely the result of 
the projection of the past 20 years’ trend. 

If these figures come true—and I be- 
lieve they will—it will mean adding 
more than 130 million kw of capacity 
with collateral additions to transmis- 
sion and distribution systems, and rais- 
ing over $30 billion or more of capital. 
That is, our industry will require an ad- 
ditional investment over the next 20 
years equal to the total investment to- 
day in the nation’s iron and steel, auto- 
motive, and petroleum and coal indus- 
tries. 


Complexity of Job Ahead 


Let’s ask ourselves, do we realize the 
true size and complexity of the job 
ahead of us? Are we gearing our think- 
ing and planning to the challenge of the 
oncoming years? 

Our business of course has many prob- 
lems, but fundamentally they are not 
different from the problems that con- 
front business and industry generally in 
America. 

First, in common with all other in- 
dustry, you and I know we cannot pro- 
gress—or even survive—except by con- 
stantly improving efficiency, economy 
and productivity in every phase of our 
business, in design and construction, and 
more especially in operation. 

This we must do, not only in our own 
interest, but in the public interest. 

Along with all other progressive in- 
dustries we must vastly increase our 
utilization of research, to produce the 
most at the lowest possible cost. 

Again let’s ask ourselves, is our in- 
dustry sufficiently research-minded? Are 
we doing enough in the field of re- 
search? I believe the answer is “No.” 

The Institute has had under consid- 
eration for several years the adoption of 
a coordinated industry research program. 
I urge all of vou to interest yourselves 
in initiating and supporting this pro- 
gram. 

We might properly ask ourselves 
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whether we are using adequately all the 
modern tools of management, such as 


industrial and 


methods engineering, 
standardization, work _ simplification, 
time and motion study, organization 


planning, budgeting of all types, cost 
accounting and control, market research 
and incentives? 

We certainly must intensify cost con- 
sciousness to the highest degree in every 
phase of our business—in design, con- 
struction and, I repeat, especially in op- 
eration—and throughout our personnel 
at every level. 

We must continue to improve our 
sales techniques and public relations. 

To accomplish these objectives will 
require the very best, trained executive 
manpower. 

The more our business grows, the 
more it will require skilled executive 
talent. 

In fact, I believe the prime requisite 
for the success of a 20-year program of 
the great dimensions in prospect is ade- 
quate trained executive manpower. 

We all know it wil! take much more 
executive talent to build and manage a 
$65 billion industry than it does to con- 
duct one a third of that size. 

What are the prospects that we shall 
have plenty of executive manpower of 
the necessary high caliber on time? 


Shortage of Executives 


Again, this is a problem common to 
all American business. In a report on 
the acuteness of the problem, the Con- 
ference Board Management Record for 
April, 1950, opened an article entitled 
“Building New Executives” this way: 


“It used to be said: ‘When the president dies, 
we hire a new office boy. Everyone moves 
up. Honesty, sobriety, and hard work are the 
qualities an ambitious employee needs to get 
ahead. Experience is the best teacher. Going 
to night school probably helps. The cream 
will rise to the top by itself...” 


The article then goes on to say: 


“Executive development was seldom dis- 
cussed a generation ago. Probably no com- 
pany then had a program for training execu- 
HIVES, . is 

“Now, thoughtful businessmen are asking 
if the old system can be followed much longer 
with safety. ... 

“Today, there is a shortage of executives. 
Few were trained during the depression of 
the Thirties because most companies felt 
then that they could not afford to do the job. 
Fewer still were trained during the war 
when all effort was directed toward getting 
out the goods. College recruitment dropped 
off sharply during the same period, making 
gaps at the junior officer level. 

“Our society is growing older . 
executives also are growing older. Many 
are close to retirement age. A recent study 
of the management personnel in 65 industrial 
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companies showed a disturbing trend oye ° 
Again 
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the past two decades.” 

The average age of all officers, ey, peady WI 
cluding chairmen of boards, was foun in additic 
in a survey by Booz, Allen & Hamiltoy currently 
to be 47 in 1929, but had increased ,guundted 
seven years to 54 in 1949. In the sans This ¢ 
20 years the average age of presidend’! the ' 
had increased by six years to 59. individua 
‘ individua 
to the im 

It plat 
industry 
@pacity to 
executive 


Continuing, the article says: 


“Managing a business is more difficult ap 
exacting today than ever before. The in 
plications are of first importance. The neg 
for a comprehensive program of trainip 
and development for all executive person 
is urgent. In fact, many are of the opiniy 
that such a program is a must for the preser supply fu 
vation of our way of life, as well as for th tives 
preservation of individual business entel 
prises.” 

Rect 
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Mark now, these comments are ¢ 
rected to industry in general. 


Survey to Replace Executives 





Three years ago, I reported to t 
Annual Convention of the Institute 
the results of two surveys: one, to fin 
out the future needs of our own indust 
to replace top executives on their retirgé 
ment, and to fill additional executiy 
jobs created by the industry’s growth 
and the other, to appraise our ability 
attract men of the necessary caliber. 

The one survey showed that the aver 
age age of the top five operating utili 
executives in the companies reported 
was then 57 years; one in eight was 6 
or older; four in ten were 60 or ove 
two out of three were 55 or over. Thes 
facts demonstrated our industry urgent! 
needed men capable of handling top r 
sponsibilities. 

Now, three years later, what is t 
situation? We have repeated the sui 
vey to find cut. 

As to average age of top executivt 
there is a slight change for the better. 

Three years ago 12 per cent of o 
industry's top executives were 65 
over; today 11 per cent. Then 39p 
cent were 60 or over; today 36 per ce 
Then 16 per cent were under 50; tod 
17 per cent. 

Even so, the average age of tf 
executives in our industry’ today 
higher than that of industry in gener 
So the problem our industry faced thr 
years ago of finding suitable success 
for top executives on retirement is ¥! 
tually the same today. 

The figures cited on average ages ol 
prise the five top executives in each‘ 
42 operating companies, each with : 
nual revenues in excess of $25 millio 

It is not unlikely that within the 14 
five years 70 of these 210 executives, ' 
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hirty-three per cent, will retire. 
Again let us ask ourselves: Are we 
officers, eftady with replacements for them—and, 
Was foung in addition, the top executives who con- 
x Hamilto, currently will be retiring from several 
ncreased by hundred other electric companies ? 
In the sam This question can be answered only 
t president’? the management of each company, 
a 4 individually—but the sum total of their 
individual answers is of vital importance 
e ‘9 the industry as a whole. 
Sag: ‘t It plainly is a major obligation of our 
e. The negindustry to develop men with the ca- 
pacity to fill the shoes of present top 
F the opinia executives when they retire; and to 
yr the presesupply future needs for more top execu- 


ell as for th ives. 
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: uit and Train Top Potential 
nts are a Reorust P 


We therefore must do two things: 
discover, train and develop the potential 
top executive manpower now in the em- 
ployment of our companies; and attract 
into the business, train and develop the 
best young manpower available. 

It’s certain that many of the new top 
their retingtxecutives our industry will require in 
1] executigiuture years must be recruited from re- 
y’s growthpcent graduates and present students of 
ir ability qour nation’s colleges and universities. 
caliber. Three years ago I also reported the 
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ating utiligstudents at institutions of higher learn- 
ing regarded a career in our industry. 

The survey revealed that students 
with top executive potential had vir- 
tually no interest in going to work for 
try urgentigan electric utility. This demonstrated 
ling top rqthat if our industry were to recruit truly 
outstanding young men, it had to make 
iself attractive to them. 
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Now, three years later, how do we 
stand? A new survey shows that stu- 
dent attitude has improved slightly, at 
least in the number of young men in- 
terested in our business. But this may 
be because there are fewer job oppor- 
tunities for graduates today than in 
1947, 

Typical of the reaction of college 
placement bureaus is this comment from 
amidwestern school: 





ize of t 
y° today 
in gener? 
faced thr nag é 
» suceiel “In thinking of business careers our men 
oN Practically never consider the electric utility 
nent 1s VWindustry as a possibility. So far as men in- 
terested in the business division are con- 
ve aspen tl cerned, there is almost complete absence of 
“ knowledge about the utilities. When they 
in each @ate mentioned as a possibility the men usually 
h with 3 feel that the general salary range is lower 
95 milli than in other comparable businesses and that 
, there is less chance for advancement.” 
nin the nd 


mines This year’s survey also definitely re- 
ecutives, 
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flects the security complex which afflicts 
our nation. Among the students now 
attracted to our industry, it is security of 
employment that appeals to 78 per cent, 
as against 54 per cent in 1947, 

At the same time, the growth and op- 
portunity for advancement in our in- 
dustry is attractive to only 42 per cent 
today, compared with 70 per cent three 
years ago. 

It is also significant that a survey of 
the June, 1950 graduating class of the 
Harvard Graduate School of Business 
Administration disclosed that not one of 
500 men in the class had any desire or 
intention of entering the electric utility 
business. 

All of this shows we have a big job 
ahead of us—the recruitment, selection, 
training, and development of manpower 
—to assure our companies competent 
executive leadership for the future. 

A big job, yes! And one it will take 
prompt action to accomplish! 

Unquestionably we must impart to 
students and educators a new apprecia- 
tion of all that our industry holds forth 
to their best graduates. 

In recruiting college students, it is im- 
portant to recognize that those “most 
likely to succeed” prefer employment 
with concerns that offer executive train- 
ing and development programs. 


Recent Spurt in Training Programs 


Between 1935 and 1946—according 
to nationwide surveys made by the Na- 
tional Industrial Conference Board— 
the percentage of companies conducting 
executive training programs increased 65 
per cent. Since 1946 many more com- 
panies have instituted such programs. 

The steel and oil industries, the auto- 
motive and aviation industries, and other 
major industries are fully alert to their 
needs for future top executive manpower 
and they are out to get it. Our industry 
has no choice but to meet this competi- 
tion! 

We also must face another question: 
How are we on financial incentives ? 

If we are to have adequate top execu- 
tive manpower, we must provide finan- 
cial incentives that will attract and hold 
the highest potentia! of business leader- 
ship. 

We learned from a survey three years 
ago that the top executive salaries in our 
industry were much too low to be com- 
petitive with those paid by other busi- 
nesses and industries. 

Just how do salaries of our industry’s 
top executives today compare with three 
years ago? 
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I am sorry to report there has been 
little change. 

The median salaries of the five top 
executives in 42 companies in three 
groups—one group with annual revenue 
over $100 million, one between $50 and 
$100 million, and one between $25 and 
$50 million—are almost precisely the 
same as they were in 1947. 

This is true of all sizes of companies 
studied and for all five top executive 
salaries. 

Therefore, our industry has not im- 
proved either its financial incentives in 
the competition with other industries for 
top executive manpower, or its ability to 
attract top caliber youngsters of ulti- 
mate executive potential. 

On the contrary, the industry’s posi- 
tion is relatively weaker than it was 
three years ago, because progressive, suc- 
cessful companies in other lines of busi- 
ness and industry have been increasing 
their salary and bonus incentives. 


Executive Salaries Neglected 


In fact, a number of electric com- 
panies which have substantially increased 
their revenues in the past three years— 
and thus have moved into a_ higher 
revenue group—have not correspond- 
ingly increased their executive salary 
levels. That is, salaries have not grown 
with the size of the company. 

What is the explanation of this ap- 
parently static condition in our dynamic 
industry; an industry that should, even 
must, command the executive services of 


the best order of manpower and leader- 
ship? 


Too Complacent? 


Can it be that we are handicapped by 
too long experience—too little turnover 
—in too many top executive positions? 
That we are becoming complacent? Are 
we too concerned about possible public 
misunderstanding? Or is it because we 
do not have the vision to provide the 
financial incentives necessary to enlist the 
capability for future executive leadership 
that the growth of our industry will in- 
creasingly require in the very interest of 
our customers, stockholders, employees 
and the public? 

None of us likes to admit these things 
can be true! But all of us surely would 
welcome constructive action throughout 
our industry to assure it of the highest 
order of executive manpower. 

In setting forth some of the problems 
confronting us, I am mindful of the 
many problems that our past and present 
leaders have encountered and overcome, 
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and pay full tribute to their genius and 
achievements. 

Despite two world wars, the world’s 
greatest depression, and the fanatical 
campaign by socialist-minded people in 
and out of government to destroy the 
electric light and power companies of 
the nation, our business is one of free 
America’s greatest assets and best ex- 
amples of freedom of enterprise at work 
in the public interest. 

In consequence, except for some areas 
in which the Federal government domi- 
nates the situation, there is plenty of 
power, and at low cost. 


Shortage Accusations Are Propaganda 


It is sheer propaganda when the pro- 
ponents of Federalized, socialized power 
try to justify government invasion of the 
electric business by representing that 
there is a power shortage. 

Strange as it may seem, some people 
may be—in fact, are being—misled by 
such propaganda. Therefore, it is our 
business to tell them the facts. 

The Seventh Semi-Annual Power 
Survey, recently completed by the Insti- 
tute’s Electric Power Survey Committee, 
shows that the average reserve generat- 
ing capacity for the country as a whole 
will reach 15.6 per cent this year. This 
reserve will be provided a year earlier 
than had been estimated as possible when 
the industry’s postwar construction pro- 
gram was initiated. 


Power Supply Increasing 


Furthermore, with the expansion pro- 
gram of the industry still in high gear, 
the power survey indicates that in 1953 
generating capacity will reach 83 million 
kw—an increase of about two-thirds in 
eight years. 

There is no national power shortage 
and, so long as the electric light and 
power companies can operate under free- 
dom of enterprise, there will be no na- 
tional power shortage. 

Fighting the good fight to save our 
business from socialization—and, with it, 
the steel, coal, communication, transpor- 
tation, and other major industries; and 
agriculture and medicine, too—is of itself 
rewarding. 

As I have gone about my chores dur- 
ing the past year, I have talked with 
scores of leaders in our business, and with 
hundreds of leaders in other businesses 
and industries, and in education, labor, 
government and other fields. 

From these conversations, I am con- 
vinced that there is developing in our 
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nation an increasing awareness of the 
menace that creeping, encroaching so- 
cialism has developed into. 

People everywhere are beginning to 
see the road ahead if the economic plan- 
ners, the socialist-minded, and the Fabi- 
ans of America gain their goals. 

We can feel encouraged by the fact 
that many of our fellow-citizens are 
fighting socialistic legislation, onerous 
taxation, government extravagance and 
waste of the taxpayers’ money, and are 
calling for a Square Deal for private 
enterprise. 

But we afford to become 
complacent! This cold war against free- 
dom of enterprise here in America is 
being waged without letup. It is our 
prime obligation to hold the line against 
further socialization of the electric light 
and power business—and with it, all 
business ! 

As is well known, the government first 
got into the power business on a large 
scale by building hydroelectric plants in 
conjunction with the development of 
water resources, 


cannot 


Principles on Resources Development 


The Edison Electric Institute recently 
received an inquiry from the President’s 
Water Resources Policy Commission, in 
answer to which the Institute proposed 
a set of principles for water resources 
development in the legitimate interests 
of the public utility industry and the 
best interests of the public as a whole. 

The Institute has sent to the Com- 
mission a statement of principles, duly 
approved by the Institute’s Board of Di- 
rectors, and also has sent copies to all 


member companies. The statement 


begins: 

“The Edison Electric Institute and its mem- 
ber companies stand for the sound economic 
conservation, development and utilization of 
the water resources of the Nation in the 
public interest. 

“They recognize that stream control aimed 
at flood prevention, water supply, reclama- 
tion and navigation may involve functions of 
the Federal Government and that often in 
connection therewith electric power develop- 
ment is economically feasible and should be 
made. 

“The American free enterprise system has 
consistently and continuously demonstrated 
its ability to develop hydro and steam power 
to furnish an enviable per capita use of 
power, 

“On the basis of its continuing record of 
achievement in supplying adequate power in 
peace and through two world wars, that en- 
terprise system should be adhered to and 
fostered in connection with the development 
of water resources. 

“Tt should be the policy of the Federal 
Government to cooperate with private capital 
and to encourage the participation to the 
greatest possible extent in the power features 
of water resources projects.” 


.employed in the development of natural re 
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The statement by the Institute say 
further: 

“The contention that river basin develop, 
ment must be solely by the Federal Govern. 
ment, as contrasted with cooperative develop. 
ment by Federal and non-Federal capita 
should be re-examined. 

“The adequacy and readiness of privat 
capital to undertake sound large-scale «. 
velopments is shown by the expansion pr. 
grams of the electric power industry anj 
many industrial concerns—programs whic 
have kept pace with the growth of the nz. 
tional economy. 

“There has been ample demonstration thi 
the construction and operation of non-Feder: 
projects in a given stream or river basin ca 
be coordinated adequately with Federal d. 
velopment in other parts thereof. 


Genuine Cooperation 


To the extent that non-Federal capital js 


sources, the burden on the taxpayers is re. 
duced; in fact, the employment of privat 
capital enlarges Federal, State and local tax 
revenues. A policy of genuine cooperation 
between Federal agencies and non-Federa 
parties will speed the accomplishment of 
such developments.” 

The Institute’s statement also propose 
that all projects for the development oi 
water resources should be economically 
justifiable; that there should be no sub- 
sidies for power developments and they 
should be truly self-liquidating; that 
Federal power should be sold withow 
discrimination, and at market value; and 
that Federal power projects should pay 
taxes or tax equivalents. 


Urge Adoption of Principles 


The principles so stated are a vital 
contribution to America’s economic and 
political philosophy. The implement: 
tion of these principles by Congressional 
action will benefit the people of this 
nation for generations to come. 

On behalf of the Board of Directors 
of the Edison Electric Institute I there- 
fore propose that this Convention ratify 
the statement of principles as submitted 
by the Edison Electric Institute to the 
President’s Water Resources Commis 
sion. 

By adopting these principles as basic 
policy, the Federal Government will 
clear the way for maximum cooperation 
between government and freedom of en- 
terprise, strengthen our national ecor- 
omy, and advance the progress, pros 
perity and security of the American 
people. 

To obtain such action by the United 
States Congress calls for action by our 
selves—personal, civic action at the grass 
roots, in every city and village, in ever’ 
state and county, from coast to coast. 

(Continued on page 236) 
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The Electric Utility of “Tomorrow 


By Curtis E. Calder* 


Chairman of the Board, Electric Bond and Share Company, Ebasco Services Incorporated 


Delivered by C. N. Phillips 


Director of Research, Ebasco Services Incorporated 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


HESE are momentous days. The 

pattern of tomorrow is being cut 

for our country and for our indus- 
try. | propose to tell you what I think 
it will be like. 

The electric utility was initiated about 
70 years ago to make the then new inven- 
tions in the field of electricity of prac- 
tical use to the general public. 

What this still youthful industry has 
accomplished since that time is one of the 
miracles of America. It is a tribute to 
the business men, engineers and invest- 
ors who pioneered and created. ‘They 
took their own risks; raised the neces- 
sary capital ; invented ; built; developed ; 
overcame obstacles and discouragements. 
As a result of what they have done, elec- 
tricity at the flick of a switch has become 
part and parcel of our daily lives. This 
country now uses almost as much of it as 
the rest of the world put together. 


Three Important Events 


During the past 15 years three impor- 
tant events have affected the future of 
this industry: 

1. The electric companies have been 

under unwarranted political attack. 

2. A new and formidable factor has 
appeared in the industry—the Fed- 
eral Government. 

3. The electric companies have suc- 
cessfully met in the public interest 
two great challenges—that of ful- 
filling the greatly augmented 
power needs of a nation at war, 
and then of supplying the even 
greater needs of its postwar recov- 
ery period. 

Every company has been absorbed in 
raising capital, building facilities and 
coping with these urgent daily matters. 
But now the future of our industry is 
being decided. We must lift up our 
tves from the immediate tasks before us, 

* Due to Mr. Calder’s inability to be pres- 


ent at the Convention, this address was de- 
livered by Mr. Phillips. 


City, N. J., June 5, 1950 
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and look into the future to see where 
we are going, and what that future will 
be like when we get there. If we should 
fail to do this, we may find that we have 
climbed the wrong fence, or crossed the 
wrong ditch, or taken the wrong turn, 
and thus will have lost, or impaired, our 
present position as an essential and effec- 
tive part of free American industry. 


The Future Political Economy 

Since the electric utilities are par- 
ticularly affected by national and local 
conditions, the political economy of the 
future is of prime importance to them. 

Of first concern to everyone is the 
possibility of future war. The world is 
sick of conflict; people everywhere pray 
for peace. Civilization cannot stand 
either the strain or the cost of a new 
world-wide struggle. 

As hysteria, here and elsewhere, dies 
down and the stresses of conflict 
eased, the problem of establishing the 


are 


permanent peace will be easier of solu- 
tion. I earnestly hope that our leaders, 
aided by men of good will in every walk 
of life and in every land, will be success- 


ful in their quest for a just and lasting 
peace. 

Of grave concern to freedom-loving 
people everywhere is whether or not 
these United States are going to con- 
tinue blithely down the road of social- 
ism. They have a good start in that di- 
rection. 

Bad as the situation may appear to be 
at the moment, it is well to remember 
that in its past this country has faced 
other, and even more grave, crises and 
periods of crucial decision. Each time 
our people have chosen and chosen well. 
Each time our freedom has been pre- 
served and our country has_ been 
strengthened. 

Now our people again are deciding 
the future of our country. They are 
doing it in the democratic way—in legis- 
lative halls, on the public forum, in the 
public press, in the pulpit, in private dis- 
cussions, and, most important of all, 
through decisions of each one of us ac- 
cording to his own conscience. 





Perfect Security by Law 


I cannot believe that our people 
will “fall” for the delusion of perfect 
security by law, or the blandishments of 
the Utopians who promise but who can- 
not deliver, or the urgings of those who 
deny they are socialists, yet would have 
us take every step in that direction. I 
cannot believe that our people will 
choose slavery and renounce their heri- 
tage of freedom. If the real issues are 
made clear to our fellow citizens by the 
press and by opinion leaders, I feel sure 
that they will choose the American way 
of free enterprise and personal liberty— 
will choose to keep America the land of 
opportunity. 

So I am confident that America will 
remain free. But it will be an America 
differing from the one we used to know. 
We cannot, if we would, turn back the 
clock to conditions of another day. New 
ideas, new wants, new aspirations, and 
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Fig. 1—A Free Economy is the Most Efficient and Least 


Costly 


new standards have brought inevitable 
changes. 

World leadership has brought a heavy 
burden of responsibility to this country. 
We cannot lay it down if we would. We 
have yet to learn how to carry it—but 
learn we must, though the education will 
be difficult, blundering and expensive. 

Big Labor, Big Government—both 
are with us to stay. They are inevitable 
consequences of the course we have been 
following. The American people have 
the job of living with them, of restoring 
checks and balances to our Federal Gov- 
ernment, of delimiting its fields of ac- 
tivity, of returning many of its powers 
to the states where they belong, of reduc- 
ing taxes to non-destructive levels. All 
these will be major undertakings and we 
must handle them wisely and well. 

There will be physical changes, too. 
For one thing the American people are 
on the move. 


‘The great cities are becoming increas- 
ingly expensive and difficult places in 
which to live. Just to police them and 
keep them clean is next to impossible. 
The budget of one of them totals $611 
per year per family; another spends 
$582; another $315. Congestion has re- 
duced trafic to a slow walk. Public 
transportation is jammed. Water is get- 
ting in short supply. 

Today there is a strong, continuing 
movement to decentralize the big city. 
Suburban shopping and business centers 
are springing up, and more and more 
persons are living and working in the 
outlying districts. 

There is an even stronger movement 
away from the big cities to less costly) 
locations with better living conditions 
for workers. Large investments in prop- 
erty will tend to anchor existing indus- 
try to its present location, but as new 
industry is developed and old establish- 


Fig. 2—The U. 8. Leads the World in the Generation oj 


Electricity 
ments become obsolete and are sup. 
planted, the shift will accelerate. Na. 
tional defense may call for a further 
dispersal of essential industry. 

Population is growing at the rate of a 
million persons a year. Replacement of 
many facilities are needed. Old and new 
wants are still unfulfilled. Our country 
has the means of production, the techni- 
cal skill, the natural resources to create 
and maintain a standard of living far 
beyond anything we have thus far seen. 
I believe this objective will be realized in 
the foreseeable future. We will have re- 
cessions, of course, but the general trend 
should be upward. 


Additional Uses of Electricity 


The America of tomorrow will run 
on electricity. Right now this nation is 
using more than 300 billion kwhr a year. 
But just to adequately light American 
homes, businesses and factories would 
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require at least 100 billion kwhr a year 
more than we now use for the purpose. 
Air conditioning, electric cooking, food 
freezers, clothes dryers, television, elec- 
tric blankets, water heaters, soil heat- 
ing, the many, many other present fields 
for electricity that have hardly begun to 
be exploited, all add up to an undevel- 
oped market twice as large as present 
sales to ultimate consumers. 

The General Electric’s ten-car train 
now touring the country does not pur- 
port to show everything. Yet it exhibits 
over 2,000 items of electrical apparatus, 
the applications of which will run into 
many hundreds of thousands. 

The invention of an acceptable method 
of storing heat so, that house heating 
could be kept off the peak of the utili- 
ties very quickly would open up a vast 
market for electricity. 

Other new uses in prospect are legion. 
High speed, automatic cooking, new 
lights, private and moving 
stairways, indoor climatic control, elec- 


elevators 


tronics and electronic controls; chemi- 
cals, new applications of electric heat to 
many products, electric furnaces, new al- 
loys, new metals, equipment still in the 
experimental field, all these and many 
more uses will swell the demand for 
electricity in the future. 

The electric companies have more 
than doubled their generation of elec- 
tricity every decade, save during the 
great depression when it took 14 years. 
We can better that record if we really 
go after the available business. 

The electric utility of tomorrow must 
adjust itself to meet the great changes 
that have taken place, and build for 
those that are in prospect. Our economic 
structure will not long tolerate a misfit. 





Fig. 3—-The Rapid Rise in Kwhr Generated in U. 8.— 
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The Electric Company of the Future 


Now let us consider, for a moment, 
what the electric company of the future 


will be like. 


In the first place, it will be much 
larger than it is today. The load is 
growing in every locality. Some com- 


panies have more than doubled their 
plant accounts since the war, and their 
expansion programs will continue 
through the foreseeable future. 

The Congress decided in 1935 that 
service by electric companies would be 
by area utilities. The business will re- 
main local, and will tend more and 
more to identify itself with local inter- 
ests. Its directors will be local people; 
it will sell stock money 
locally to an increasing extent. 

Some regional consolidations have al- 
ready taken place. Others take 
place from time to time in order to real- 


and borrow 


may 


ize economies. Most companies are still 
extending their service lines; the utility 
of tomorrow will serve somewhat larger 
areas than it does now. 


Organization 

The larger business and greater areas 
served will require more extensive and 
stronger organizations than most com- 
panies now have. The chief executives 
of today are very able, but are very much 
overworked. Departmentalization, dele- 
gation of authority and_ responsibility, 
selection and training of first-class new 
blood—all these things will become in- 
creasingly important as the vears go by. 


Employee Relations 
Maintaining good employee relations 
should not be a major problem of the 
future for electric companies. They are 


Fig. 6—Into the Future—W hat Will Happen in the Next 


50 Years? 


far ahead of the rest of industry in re- 
spect to pensions. They have the best 
job security in the country. They pro- 
vide annual vacations, insurance, sick 
leave, recreation and other employee 
benefits. Most of their employees now 
have an annual wage. Pay is high, the 
work is interesting and important, and 
utility men are of fine caliber. Em- 
ployee relations in the future should be 
even better than they are now. 


Regulation 


The present generally sound relations 
with regulatory bodies should continue 
to improve. The various commissions 
will, of course, continue to fully pro- 
tect the interests of the public. In 
addition, I believe that they can be de- 
pended upon for intelligent appraisals 
of the problems of the future, thus mak- 
ing it possible for electric companies to 
secure funds necessary for expansion to 
meet the power needs of the nation. 


System Planning 


As competition for a share of the con- 
sumer’s dollar becomes keener, as it 
will, and electricity enters wider fields, 
tighter operation and greater economies 
will be required. In consequence most 
companies will follow a system plan 
which will include every economic and 
physical phase of its property and op- 
erations, present and future. 

System plans are not new. Many 
companies have had them in the past. 
But the confusion, pressures and expedi- 
ents of war and its aftermaths and the 
rapid expansion of the companies have 
made many of them obsolete. A new 
start is needed. 

The main purpose of system planning 
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Fig. 7—Cumulative Annual Kw Capacity of U. 8. Electric 


Companies 


will be to develop a well rounded prop- 
erty—soundly conceived, properly coor- 
dinated, flexible and capable of expan- 
sion, and which will give the required 
service for the lowest practicable cost 
over a long term of years. 

The definition is simple. The details 
are not. Sound basic data, concepts and 
principles, and first-class forecasting will 
be required. Countless economic prob- 
lems will need solution covering the 
many factors of our complex business. 

Each power resource will be located 
with great care so as to be in economic 
balance with the location of the load 
centers, the price of fuel and the extent 
of the transmission facilities. 

Many electric companies now parttici- 
pate in regional power pools. I expect 
this practice to be greatly expanded in 
the future. Power will be exchanged for 
economy purposes. Aid will be given in 
emergencies. Power will be transferred 
over considerable distances by the dis- 
placement method. We will have true 
area operation; this will be an important 
item in our national defense plans. 

Good: planning may account for the 
difference between a successful company, 
and one continually plagued by financ- 
ing difficulties, rate problems and public 
dissatisfaction with its service. 


Business Practices 


business machines are 
nearly “ready. They will have applica- 
tion to and make savings in billing, ac- 
counting and many other details of op- 
eration and planning. Every possible 
business operation will be mechanized. 
Communication facilities will be ex- 
tended to cover every activity of the 
business and budget and cost control 


Electronic 


1949 1953 





methods will be made more efficient, 
and extended. 


Financing 

The electric companies of the future 
will continue to need new capital to 
build the facilities to meet the demands 
of an ever-growing load. The present 
large construction program is being fi- 
nanced at very low rates because of the 
inherent soundness of the industry and 
the favorable market conditions which 
have prevailed. 

The electric industry’s good record, 
coupled with its high degree of stability 
relative to other industries, practically 
assures a continued acceptance of its se- 
curities by all types of investors in the 
future. 

Future overall money costs for elec- 
tric companies will depend mainly on: 

1. Market conditions at the time of 

sale. 

2. The type of securities sold. 

Barring war and other catastrophes, 
I have no reason to believe that future 
market conditions should be substantially 
different from those 
which have prevailed during the past 
several years. 


on the average 


The types of securities which will be 
sold are an individual company problem 
and no one solution will ever be found 
to fit all companies. Each case must be 
judged and decided upon by management 
and regulatory authorities in the light of 
the prevailing circumstances and facts. 

A high proportion of equity in the 
capital structures of electric companies 
is advocated in some quarters. The pro- 
ponents of this idea reason that this as- 
sures maximum protection for security 


Fig. S—Electric Plant Account for 1945 and 1949 Projectei 
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holders and enables a company to obtain 
its money at lower costs. Superficially, 
this seems to be a reasonable position, 
but does not stand up under close scr: 
tiny and analysis. High equity compa 
nies generally pay a higher overall cost 
for their money, assuming quality in 
other respects is somewhat similar, than 
do low equity companies. Furthermore 
high equity companies are severely penz- 
lized by the present Federal Income Tax 
laws. High equities also tend to give 
overprotection to senior security holders 
at the expense of the consumers. 

I look for more liberal dividend poli- 
cies for electric utilities in the future. 
Today investors often evaluate the com- 
mon stocks of utilities on a yield basis 
A liberal dividend policy indicates to in- 
vestors that management has faith in the 
future outlook for its company. An un- 
duly conservative dividend policy may 
have the opposite effect. 


Rates 


Now, as to rates. The electric com: 
panies are unique in that they are the 
only major industry charging on the 
average less for their product than they 
did before the war! They have accom: 
plished this seeming miracle because they 
have been able to offset inflation by im- 
proved efficiency. In addition, one of 
the most distinctive and important char- 
acteristics of our industry is that we 
have low incremental costs for addition 
output compared with our previous bas 
costs. 


I believe that we can continue ouf 


good record in the future, if inflation 
does not move ahead too rapidly. Som 
rate adjustments have been made. Other 
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Fig. 9—Overall Money Costs to Both High and Low Equity 
Companies, Before and After Taxes 


may be required from time to time to 
meet special situations, to eliminate in- 
equalities and to raise capital. But they 
will be trivial compared with the prices 
of other necessities, and electricity will 
become a still better bargain than it is 
today. 

Rate structures will be simpler than 
they are now, and more easily under- 
This improvement will be of 
great help in bettering customer rela- 


stood 
tlons. 


Public Information 

The electric companies of the future, 
of necessity, will think, act and, above 
all, talk as an industry that is proud of 
its record, and conscious of its high place 
national economy. They will 
realize that propaganda is one of the 
deadliest of modern weapons, and will 


in our 


Pfight, and fight successfully, to turn aside 


the abuse which has been, and will con- 
tinue to be poured upon them. This will 
telling the truth 
about the situation over and over again 
to employees, stockholders, 
and the general public. 
Merely refuting unfounded charges 
and exposing false claims of proponents 


be accomplished by 


customers 


of socialized power will not be enough. 
The electric companies must continually 
demonstrate vigorously and directly and 
by every means at their disposal that 
they are the most efficient and least 
costly method of meeting the power 
needs of the nation. This is as it should 
be. Our economy should not tolerate the 
incompetent. 


Distribution 


Now let us look at the physical prop- 
erty of the utility of the future, and see 


what it will be like, and how it will 
operate. 

Distribution of the future 
probably will look much as they do to- 
day. But they will be called upon to 
handle much larger amounts of elec- 
tricity than at present. We may see a 
transformer on every pole. Aerial cable 
probably will be in common use. 


systems 


Fig. 10—Average Interest and Preferred Dividends Paid 
by Investor-Owned Utilities in 1922, 1937 and 1949 


Homes will be better wired to handle 
the heavier loads, such as the heat pump 
and air conditioning. 

Primary distribution systems of 22,- 
000 volts will be standard practice, with 
direct conversion to service voltages. 

The farm electrification problem has 
been licked. But many of the rural lines 
built by cooperatives will have to be re- 
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Fig. 11—Comparative Purchasing Power of a 1939 Dollar in Buying 
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built to give farmers first-class service. 

Experience and continued — studies 
show that it is seldom if ever economi- 
cal in this country to build and operate 
transmission facilities solely for the pur- 
pose of transporting power and energy 
from one point to another for any really 
long distances. ‘This economic situation 
will continue in the future. 


Transmission 

Tomorrow’s transmission system will 
be built in accordance with a carefully 
worked out system plan for each com- 
pany and as an integral part of the sys- 
tem in the general area. 

Interconnections with neighboring 
utilities will be increased in extent and 
capacity, to permit exchange of larger 
amounts of power. 

Voltages higher than today’s maxi- 
mum of 287,000 volts are physically pos- 
sible. A line designed for 380,000 volts 
is under construction in Sweden to trans- 
mit hydro energy some 600 miles to load 
centers. In this country, tests and prac- 
tical experiments have proven the tech- 
nical feasibility of lines operating up to 
500,000 volts. However, the necessary 
equipment and fixtures are expensive and 
the structures are very large indeed. 
Transmission at this voltage will be ex- 
pensive except for very large amounts of 
power over considerable distances. In 
addition, the concentration of so much 
power in one line may prove undesirable 
from an operating viewpoint. Certainly 
it would be vulnerable to sabotage and 
aerial attack in time of war. 

If higher voltages are not economical, 
we shall see a multiplying of the present 
networks. 

Many of the high-voltage lines of to- 
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Fig. 12—Transmission at 500,000 V olts 
Proved Technically Feasible in U. S. 


day will become the subtransmission of 
tomorrow. 

Direct-current transmission probably 
will prove to be too costly for general 
use. However, if a reasonably simple, 
economical way of converting from a-c 
to d-c and back again could be invented, 
this form of transmission might become 
a practical reality. 


Steam-Electric Stations 


The first generators used for com- 
mercial purposes were driven by steam 
engines. Efficiencies were very low. The 
first steam turbines came into use about 
1900, and were a great advance in the 
art. A big unit at that time was about 
5,000 kw in capacity and five pounds of 
coal were required to make a kwhr, 
which 
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about 5 per cent. Today the industry 
is installing units 30 times as large 
which use only three-quarters of a pound 
of coal—approaching 35 per cent over. 
all efficiency. Turbines are normally 
served by one boiler only. 

Today, construction costs are several 
times as high as they were 25 years ago, 
Yet so great has been the skill of design. 
ers and manufacturers, and so important 
the effect of size on unit cost that, even 
at the inflated prices of today, the indus. 
try is able to build new power plants for 
relatively little more per kilowatt than 
it spent for the much less efficient sta. 
tions of 25 years ago. 

These have been tremendous ad. 
vances, but even greater ones may lie 
ahead. 

Power plant buildings can largely be 
eliminated, the extent of the reduction 
depending on climatic conditions. Big 
basements—unless required by special 
conditions —can be done away with. 
Some stations are being built on a slab 
right on top of the ground. Much spare 
and reserve equipment that was consid- 
ered necessary only yesterday is no longer 
used. 

Gone is the small army of men that 
was required to operate the old-style 
steam stations. The crews required for 
plants of modern design are almost com- 
parable to those needed for hydroelectric 
stations. 

The use of cooling towers has greatly 
increased the number of locations where 
steam-electric stations can be built. 

Manufacturers have built 
150,000-kw capacity on a single shaft, 
and can build 300,000-kw  cross-com- 
pound units. Tomorrow, sizes may grow 
to 500,000 kw-—if anyone can economi- 
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Fig. 13—Steam Station Efficiency in 1900 
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Fig. 14—Steam Station Efficiency in 1950 
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Fig. 15—Outdoor Type Steam Electric Station 


cally use units as large as that. Steam 
temperatures may exceed 1,200 degrees 
Fahrenheit and pressures may rise to 
3,200 pounds per square inch where 
steam has the same volume as water. 
Economies of 8000 Btu per kwhr or bet- 
ter, with two or more reheat cycles, may 
be realized. Results such as these would 
represent great progress. 

Coal is being priced out of its proper 
market, and an increasing use of nat- 
ural gas and oil for power plant con- 
sumption is resulting. 

In the future, gas produced from coal 
—coal in place or otherwise—may be 
utilized in boiler plants. We hear of 
other possible fuels. 

Electric power produced by heat from 
an atomic pile, utilized by the conven- 
tional boiler-turbine combination or by 
a gas turbine, is promised for the future. 
The many engineering problems _in- 
volved are being attacked, and ways of 
controlling this very dangerous fuel are 
under development. The energy released 
by fission of a heavy atom — the best 
known of which is uranium, is initially 
in the kinetic form and is converted by 
collision into heat. The heat produced 
would be carried by some liquid medium 
—not yet determined—and would de- 
liver that heat for generation of steam 
or for use in a gas turbine. 

The practical large-scale use of atomic 
energy in power production probably 
still lies a good many years ahead, and 
the economics are uncertain. However, 
we hope and trust that benefit for man 
will result from this earth-shaking de- 
velopment of atomic fission, which, 
wrongfully used, might destroy civili- 
zation. 


There is continued interest in  so- 
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called binary-vapor plants, particularly 
those using mercury, and they will 
doubtless be used for certain situations 
in the future, although there is less mar- 
gin than formerly between the mercury 
steam plant and the most efficient steam- 
electric station. 

Two gas-turbine-generators are in 
successful commercial operation in this 
country today. True, they are small in 
size and their economy is poor—about 
22,000 Btu per kwhr. But they work 
well. Several units of 5,000-kw capacity, 
with an economy of about 13,000 Btu 
per kwhr, will soon be in operation. 

Gas-turbine-generators up to 27,000- 
kw capacity are in operation in Switzer- 
land and elsewhere. Defects are show- 
ing up, as always happens in a pioneering 
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Fig. 16—Outdoor Type Turbo-Generator 


job, but these can be corrected. A unit 
of 50,000 kw has been designed. 

Gas turbines now burn either oil or 
natural gas, or use waste heat from in- 
dustrial plants. At the moment, experi- 
mental gas turbines have been built for 
railroad locomotives and ships, including 
units that will burn pulverized coal. 
With pulverized coal, removal of the 
ash from the gas passing to the turbine 
is difficult but the manufacturers are 
making progress. 

The present block to better efficiency 
and hence to bigger sizes is the limitation 
of 1500 degrees Fahrenheit temperature 
on the turbine-rotor metal. Raise that 
limitation by a few hundred degrees, and 
these units may be made more efficient 
than the best steam-turbine plants of to- 
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Fig. 17—Comparative Chart of Electric Generation by Type 
of Fuel—1929, 1939 and 1949 
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Fig. 18—First Large Pumped Storage Plant in U. S. 
Light and Power Co. 


morrow. It takes only 10 minutes or 
less to get a moderate-size unit on the 
line from a cold start. They may later 
be operable by remote control. They re- 
quire a minimum amount of water. 
These facts alone will give gas-turbine 
stations a great economic and operating 
advantage over a conventional steam 
power plant. Add an economy equal to 
or better than that of the steam turbine, 
and we may have the generating unit of 
tomorrow. 

The metallurgical problems that re- 
main to be solved, while difficult, are 
less serious than others that have been 
successfully worked out by American re- 
search. What is more, there is no ap- 
parent reason why heat from atomic 
sources may not be used directly by a 
gas turbine! That would be real prog- 
ress; I am sure that it will come within 
the foreseeable future. 

The increasing cost of most fuels will 
prompt the utilities of the future to build 
modern steam stations to replace many 
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Connecticut 


‘These older sta- 
or dis- 
reserve 
against the possibility of a national emer- 


of the older plants. 
tions need 
mantled, 


abandoned 
be held in 


not be 
but can 
unexpected war. 
Most of them are in good condition, and 
it would cost relatively little to keep 
them operable. 


gency —such as an 


Coal for them can be 
stockpiled. ‘Thus a war reserve of proven 
capability can be built up at moderate 
cost. I believe this country will avail 
itself of the opportunity. 


Hydroelectric Stations 

Many years ago the electric compa- 
nies pioneered in the use of the water 
resources of this country by the construc- 
tion of hydroelectric stations including 
the comprehensive development of such 
rivers as the Bear, Upper Missouri, Spo- 
kane, Snake, Yadkin, Feather, Susque- 
hanna, Wisconsin, Coosa, Connecticut 
and many others. 

The hydroelectric stations of the elec- 
tric companies total 9,750,000 kw of ca- 
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pacity and are located in every state oj 
the Union save four. 

The electric companies have resumed 
the construction of hydroelectric devel. 
opments on a limited scale. If permitted 
they would build additional hydroele. 
tric stations to the extent that the 
would be economically justified. But the 
Federal Government has pre-empted th 
best sites, and in some cases, entire 
rivers. 

Where suitable sites are available, | 
do anticipate a growing use of hydro 
which include facilities for pumpin 
water back up the hill during off-peak 
hours, for re-use during the critical hour 
of the day. 

About 40 per cent (3,750,000 kw) oj 
the hydro capacity owned by the electric 
companies is under Federal license. 

These licenses start to expire in 1952, 
By 1980, 90 per cent will have ended. 

Thus, in the foreseeable future, the 
greater part of the electric companies 
hydroelectric capacity now under license 
could be taken over by the Federal 
Government. 

What will actually happen will prob- 
ably depend upon the power policy to 
be adopted by the Federal Government. 


Power Program of the Federal Government 


The Federal Government has inaugu- 
rated a vast program of hydroelectric 
plants covering the entire nation, under 
the guise of conserving water resources. 
Marketing agencies are being estab- 
lished, transmission systems and steam- 
electric stations are being built, and tax- 
free subsidized political electric utilities 
are emerging. 

This trend, if not checked, could mean 
the elimination of the electric companies 
as a part of the free enterprise system 
of this country. 

Just a few days ago the Edison Elec- 
tric Institute and the National Associa 
tion of Electric Companies, in responses 
to an inquiry from the President’s Water 
Resources Policy Commission, outlined 
a practical and economical way by which 
this present conflict could be resolved in 
the public interest. I believe that they 
outline the pattern of the future relation 
between the electric companies and theit 
government which should prevail. 

The essence of this pattern would be 
the participation of the electric com 
panies and of other distributors of elec: 
tricity in Federal projects involving 
power, either through construction of 

(Continued on page 292) 
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Industry’s New Challenge: 
Developing ‘Tomorrow’s Leadership 


By Ralph J. Cordiner 


Executive Vice President, General Electric Company 


An address before the Eighteenth Annual Convention of the 
Edison Electric Institute, Atlantic City, N. J., June 5, 1950 


HE Division Manager of one of 
our large divisions recently at- 
tended a meeting of some of the 
promising younger men in his organi- 
zation and, instead of delivering a 
seech, he volunteered to answer any 
questions from the floor. He tells me 
he had a lively evening of it, and I am 
sure from personal experience that he 
was not exaggerating—because in the 
lat year I have myself participated in 
some seven or eight “open forums” of 
different groups of General Electric peo- 
ple in which I was on the receiving end 
of questions from the floor. I can assure 
those of you who have never tried the 
experiment that in any group, whether 
itis made up of engineers, salesmen, or 
accountants, the questions are apt to 
be penetrating and to the point. Our 
Division Manager did his best to cope 
with them all honestly and frankly, but 
toward the end of the evening he had 
the feeling that his questions were still 
holding something back. Finally, he 
said that there was time for just one 
more question, and a young man at the 
back of the room posed this one: 
“Tell me, Mr. Paxton, how do you 
become a division manager?” 


A Vital Obligation 


The question brought forth general 
laughter from the audience. Addressed 
toa Division Manager, it seemed like a 
very personal question. And it was. It 
Was personal in more than one sense 
because, in spite of the general laughter, 
it was obvious to Mr. Paxton that this 
was the question that every one of the 
voung men in the audience had been 
wanting to ask. 

I firmly believe that all’ of us in in- 
dustry have a paramount obligation to- 
day to address ourselves to the problem 
of developing the management of . to- 
morrow. It is an urgent obligation, 
but its urgency seems to have been only 
recently recognized. Suddenly, in re- 
cent years, we find this new problem 
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attention in the 
literature of industry, and we find critics 
both within industry and from the out- 
side making statements like this: 
“One of the United States Businesses’ 


receiving increasing 


real weakspots is the neglect of execu- 
tive personnel.” 

If you are among those who believe 
that, despite its occasional faults, Ameri- 
can industry has done a good job of 
managing its affairs you may be in- 


clined to ask: “How come? Is there 
any one who knows better how to man- 
age American business than the men 


who made American business what it is 
today ?”’ 


Opportunity to Learn is Needed 


But the question is not being raised 
about the men who manage American 
It is being asked about 
who will have to 
the management jobs tomorrow. 
the verv 


business today. 
the men take over 
And 
have 
those managers of tomorrow had the 
same opportunity to learn the job of 
management as have the capable man- 
agers of today? 

Many serious students of the prob- 


pertinent question is: 


lem are saving that tomorrow’s managers 


have not had the opportunity to learn 
their jobs and that there is today a 
shortage of men trained to take over 
the responsibilities of top level execu- 
tives. Their criticism is not necessarily 
an indictment of Industry’s failure in the 
past. The sudden emergence and rec- 
ognition of the problem today is a logical 
development in the history of business 
and the growth of the nation. 

It is literally true of many of today’s 
managers that they know how to run 
their businesses because they made them 
what they are today. They are like the 
family doctor who saw the patient into 
the world, wrote the baby’s first formu- 
las, saw the child through the measles, 
chicken pox, and mumps, and so on 
through all the growing pains of matur- 
ity. Who better knows what makes the 
grown patient tick and how to prescribe 
his diet to keep him healthy today? 

American industry, too, has been 
through its labor pains, its growing 
pains, and in place of measles and mumps, 
industry had two world wars and a de- 
pression. But today, industry, like the 
medical profession, has entered an age 
of specialization. The place of the 
family doctor has been taken over by 
the specialist. 


More Than a Specialist 


Now I do not want to detract from 
the role of the specialist either in the 
medical profession or in industry. The 
yearly accumulating mass of modern 
technology makes the specialist a neces- 
sity. We can not get along without him 
unless we want to go back to the sim- 
ple davs of the horse and buggy when 
there could be such a thing as a jack 
of all trades. But the point I do want 
to make is that we cannot govern in- 
dustry today with nothing but a group 
of specialists at the top unless we are 
prepared to call a committee meeting 
every time there is a management deci- 
sion to be made. 

A writer in one of our business maga- 
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zines suggested both the problem and the 
solution to the problem when he wrote 
in a recent essay :* 

“The tendency of the American business- 
man, both with regard to himself and with 
regard to those who work for him, has been 
to stress the necessity for specialization. In 
an industrial society, dependent upon a high 
level of production, increased specialization 
is certainly a necessary technique. Yet, to 
follow the line of least resistance, to give 
each man his specialty and nothing else, is to 
create a society incapable of integration, and 
hence of successful self-government — and 
hence, ultimately, of human fulfillment. What 
an industrial society must realize above all 
things is the importance of the man, whether 
this man serves on the production line or at 
the president’s desk. For unless special effort 
is used to produce men, in the whole sense 
of the word, the result of the industrial 
process can only be the production of autom- 
atons.” 


Industry Has Good Record 


In quoting the above I don’t want 
you to think that I am making just 
another indictment of American busi- 
ness and industry for being completely 
concerned with material things to the 
neglect of human relations. Today I 
think we are all agreed that we can 
well devote more of our thought and 
energy to human relations, but at the 
same time we can point to a long indus- 
trial record of effort to find, develop 
and produce men. We are doing more 
every day to help give the man on the 
production line a sense of satisfaction 
and fulfillment, and we can, and we 
will, keep trying to do more. 


Recognizing the Need 


In between the production line and the 
president’s desk there are many other 
jobs, and we have done a good deal 
about producing men and women to fill 
them. Industry has for years recog- 
nized the need in its apprentices train- 
ing courses for skilled workers and in 
its college recruiting programs, seeking 
out the most promising young candi- 
dates in both engineering and general 
education. And after recruiting prom- 
ising young people from college and 
business schools, we have _ instituted 
training programs to fit them for jobs 
in engineering, manufacturing, business 
administration, and other operations. In 
many cases, we have even included ro- 
tational programs in these early train- 
ing periods and have thereby given the 
beginning candidates a broader picture 
of the business and an opportunity to 
fit themselves into the jobs for which 
they are best qualified. 

The importance of making a career 


7 *Fortune, September 1949, p. 74. 
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in your industry attractive to young 
people of potential leadership caliber 
and the need to seek them out by in- 
tensive recruiting efforts throughout the 
country were points well made here in 
Mr. Lindseth’s inspiring address at the 
1947 convention. These points 
which need continuing emphasis, but I 
would like to assume that you have 
already taken Mr. Lindseth’s message 
to heart and ask you to direct your 
thoughts to a period perhaps ten years 
later in the lives of these young men. 

Today even those companies which 
have for a long time done a good job 
of recruiting and early training are be- 
coming aware of a weak spot at the 
next stage of development. ‘Too often, 
at the most critical period in the de- 
velopment of an executive, we have 
neglected to provide any opportunity 
for training at all. After a splendid job 
of recruiting and early indoctrination, 
we have assigned all of our most promis- 
ing talent to a department and left them 
there for perhaps the next ten years. 
For the next ten or fifteen years they 
have been concerned with the day-to- 
day problems of their specialized as- 
signments. This is fine in the case of 
those specialists who are important to 
industry for their specialized knowledge 
and training and who have perhaps 
neither the talent nor the desire to 
exercise the overall authority and re- 
sponsibility of the manager. 


are 


Difficult to Provide Qualified Leaders 


But at the end of this period——and 
this was brought home to many busi- 
nesses very forcibly when postwar ex- 
pansion plans created many more man- 
agerial posts—we suddenly find our- 
selves doing one of two things: 

We take the man who has been spe- 
cializing during some of the most im- 
portant formative years of his life and 
give him a title, saying “Now you are 
a manager.” 

Or else we find ourselves saying, 
“We'd like to promote a man from 
within the ranks, but none of them have 
the proper qualifications.” 

Two of the causes most frequently 
cited as the reasons for the present 
shortage of qualified candidates for ex- 
ecutive jobs are the depression and 
World War II. Certainly both of these 
have played a part in creating the pres- 
ent situation. But the expansion of 
business and industry following the war 
was not just a temporary thing. The 
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need to fill more and more managerial 
posts is a continuing problem with all 
And when we look at the 
optimistic projections of future require. 
ments of the electric power industry— 
an optimism which I believe is amply 
justified—I think that many of yoy 
will agree with me that the electric ip. 
dustry should be even more concerned 
with the problem than industry as , 
whole. 


business. 


Rotational Training 


How the problem is to be solved will 
vary from one industry to another and 
also from one company to another with- 
in an industry, depending on size and 
other factors. Generally speaking, ther 
are two ways in which a man who would 
otherwise gain only specialized experi- 
ence can be given the opportunity to 
acquire the broader background required 
of a manager. One of these is by regular 
rotation on jobs in different phases of 
the operation. This method has been 
successfully employed by a number of 
companies, but in carrying it out, | 
think there is one danger which should 
be guarded against. Along with the 
rotational training, the candidate must 
acquire the ability to delegate authority 
so that when he winds up in the man- 
agerial job he will resist the temptation 
to feel that he knows each of the special: 
ties better than the men under him. 

A second method of training i 
through the creation of additional as- 
sistant managerial jobs. It may seem a 
luxury to create additional jobs, but 
wherever this method can be made a 
part of the organization chart without 
becoming too serious a burden, it i 
bound to prove a worthwhile investment 
in the future. In our own company we 
are now trying to open up more trait 
ing posts for our managers of tomorrow. 


“Assistant To” Positions Created 


One company, which has tried this 
method, reports: 


“Sometimes it is necessary to create a 
sistant or ‘assistant to’ positions to make 
available some desired experience. Fears 4 
to added cost for the created jobs were not 
realized, because most of the trainees mot 
than ‘pulled their weight in the boat.’ Ont 
of them, for example, made an outstanding 
contribution to supervisory training while he 


worked temporarily in the employee-relatiom 


department.” 


In assigning a man to the “assistant 
to” position, whether he is assistant tf 
the president of the company or assistant! 
to some division manager on down tht 
line, I think it is important to emphasizf 
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that his job is an overall one. He should 
not be a specialist who, while given a 
new title, is still primarily concerned 
with the narrower phase of the opera- 
tion with which he was formerly asso- 
ciated. The most important qualifica- 
tions he must have are these: 


1. He must know how to select peo- 


ple and organize their efforts by 
defining responsibility, authority 


and accountability. 
2. He must be understanding of hu- 
man problems. 
all, he must be sensitive to 
economic and_ political 


3. Above 
social, 
trends. 


Job Descriptions 


The first step in assuring that your 
company is making adequate provision 
for executive development is an analysis 
of your own organization, both present 
Writing job descriptions 
of the present managerial positions will 
help determine what qualifications are 
needed to fill them and pave the way 
for the second step which is the selec- 
tion of replacement candidates. In mak- 
ing this kind of a study, some compa- 
nies that there 
serious gaps in the age distribution of 


and future. 


have discovered were 


their personnel. It is surprising how 
easily the mistake can be made of count- 
ing upon a candidate for replacement 
who is in the same age group as the 
One of the virtues of a 
planned program of executive develop- 


incumbent. 


ment is that it avoids surprises of this 
type. 


Half-Baked Upside-Down Cake 


One critic recently commented: 

“Many companies belatedly giving atten- 
tion to developing executives find their man- 
agerial structure something like a half-baked 
upside-down cake. There is usually a sea- 
soned top layer of old-timers nearing re- 
tirement, a porous, uneven, middle filling, 
and a thick bottom layer of inexperienced 
younger men.” ry 

Development of an adequate organi- 
zation for tomorrow—just as the bak- 
ing of a cake—comes in two stages. 
Baking a cake requires first a_ recipe. 
Building an organization requires an 
But the 
chart nor the recipe is a guarantee of 


organization chart. neither 


success. Some people dislike organiza- 
tion charts because they think of them 
And it is 
true that a recipe or an organization 


as nothing but paper-work. 


chart is nothing but a piece of paper 
until you put it to work. So it is the 
second stage which is the more impor- 
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and that is in the selection 
and training of the people who trans- 
late an organization chart into a living 
thing—a team that functions and works 
together, multiplying the accomplish- 
ments of each individual by putting the 
efforts of each together in effective co- 


tant one, 


operation. 

The organization chart provides a 
road map for your executive develop- 
ment program, and it should, like any 
good road map, show you both where 
you are and where you want to go. 

While the major part of the job of 
developing tomorrow’s leadership must 
necessarily be worked out within the 
framework of your organization chart, 
these are also opportunities for further- 
ing executive development in off-the-iob 
training. The success of the 13-week 
course in advanced management at the 
Harvard School of Business Adminis- 
tration is evidence of the number of 
companies which are using this method, 
and a number of other universities are 
now offering similar courses. The oil 
industry has been particularly well rep- 
resented in these schools and an evalua- 
tion of the results by an official of the 
Jersey Standard Company is revealing :* 


“Broader Perspective” 


“The group reports and the comments by 
individuals confirm our belief that a period 
of study completely away from the job is 
very valuable for giving a man a broader 
perspective, a better approach to business 
problems, and the latest concepts of dealing 
with people.” 

“A broader perspective” and “the 
latest concepts of dealing with people” 
are certainly two attributes which will 
be increasingly needed by the executive 
talent of tomorrow. 

Now I would like to suggest that the 
executive development program will not 
receive the emphasis it needs, nor will it 
go far enough, unless it is made the No. 
1 and most important job of the chief 
executive himself. By this I do not of 
course mean that the president or chair- 
man of the board, as the case may be, 
would personally supervise the training 
program. But he must make it his con- 
cern first to see that his company has a 
program. Then he should make each 
officer responsible for reviewing it with 
him just as he holds that officer respon- 
sible for company policy as to generating 
capacity, distribution, the matter of rates, 
or public or employee relations. 

Normally we can assume that the 
chief executive knows his first team and 

*George B. Corless, Executive Development, 


American Petroleum Institute, November 9, 
1949 
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has it in place. What | am urging is 
that he make each top officer responsible 
for reviewing with him periodically the 
second team. This team should be two 
or three deep in men who are at least ten 
years younger than the members of the 
first team. If you have only one man on 
the second team, something may happen 
to him, or you may have to put him into 
another job at some point. 


Functional Responsibility 


When the second team is reviewed 
periodically by the chief executive, there 
is an opportunity to look at each man and 
see what experience he needs to develop 
a well-rounded background. The next 
step is to give him that experience by ro- 
tation of jobs, and the best way to do 
this, both for his own development and 
to provide a concrete measure of his 
ability, is to rotate him on operating jobs 
where he has a functional responsibility. 

One group of students who analyzed 
the characteristics of executives has been 
able to find only one common denomina- 
tor; that is ‘“‘the firm determination tu 
get a job done.” An operating job is 
the only place where this talent can be 
exercised, and certainly the responsibility 
of having a job to do and seeing it done 
is the most rewarding experience for the 
man who has the talent. The experience 
of observing how another man does it 
from an assistant’s position may be all 
right for a quick “fill-in” as a temporary 
assignment, but it is not a substitute for 
operating experience. 

Behind the second team, there should 
be a third team, and again, the third 
team should be ten or more years younger 
than the second team, and correspond- 
ingly deeper in man power. 


Picking a Successor 


Finally, I should like to suggest a 
thought or two concerning the chief ex- 
ecutive’s responsibility in providing for 
his own It would be easy 
enough to think of this as a personal job 
which lies in the hands of the man best 
qualified to know what the requirements 
of filling the position are. And yet I be- 
lieve that in publicly held companies the 
most important obligation of the board 
of directors is the selection of officers. 
And if the board of directors is to do a 
real job of selection, it should be offered 
a choice not just of one, but of two or 
three qualified candidates. And that 
again has to be arrived at by rotation 
on jobs. 

The well-rounded background and 
broad perspective which can be developed 


successor, 
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by rotation is more than ever important 
today when it is so difficult to predict 
which area of operations will present the 
most pressing problems to the chief ex- 
ecutive of tomorrow. One way of de- 
termining this is to write a job descrip- 
tion for the chief executive, describing 
the job not as it was during his past 
years of tenure, nor even as it is today, 
but more importantly how it shapes up 
for the future. 


Tomorrow’s Executive 


Obviously, it is only human that any 
executive would pick as his successor a 
man who looks at problems the same way 
he does. But perhaps tomorrow will re- 
quire different qualifications. Today the 
old skills in administering a plant and ex- 
panding it remain necessary, but we have 
all seen the shifting emphasis of recent 
years, commanding more and more of 
the executive’s time for employee rela- 
tions, and for community and public re- 
lations. Perhaps tomorrow the greatest 
emphasis will be upon a new skill. We 
might call it “congressional committee 
relations.” It has lately been very much 
needed by industrial leaders. 

Unless we do bring forth the skills 
needed to make ourselves understood by 
the public, by our employees, by our com- 
munities, and by congressional commit- 
tees, we must be prepared to yield the 
floor to those who express themselves 
more readily, if less accurately. A case 
in point occurred only a couple of weeks 
ago. ‘Twice within three days both the 
motives of the private electric power 
companies and their ability to produce 
were questioned by rather high govern- 
mental authority. It is hardly a co- 
incidence because it happens so often. 
And I won’t repeat the charges they 
made, but I do think one of the state- 
ments to the effect that the government 
is engaged in selling power to the public 
“at cost” could stand a little discussion 
in the right places. 


Today's Most Challenging Problem 


Developing executive talent is indus- 
try’s most challenging problem today, not 
necessarily because it is the most difficult, 
but simply because it is the latest one to 
confront us and consequently the one to 
which we have so far given the least at- 
tention. 

I believe that the time has now come 

‘when it must receive the most earnest 
attention from all of us. Industry has 
grown fast in recent years, but it will 
continue to grow, and will grow per- 
haps even faster in the future. As it 
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The President’s Address 


(Continued from page 224) 


We must obtain action by others, 
millions of others—our employees, cus- 
tomers, investors—our friends and neigh- 
bors—the citizens and voters of our 
country, in support of these principles. 

In this little booklet, “Principles for 
Sound Water Resources Development,” 
you now have the word. 

As President of the Edison Electric 
Institute, I urge you here assembled, 
representing the great majority of the 
electric light and power companies of 
America, to spread the word throughout 
our country—to do your utmost to have 
these principles written in the law of the 
land. 

It is not enough that here in America 
we have plenty of electricity, and auto- 
mobiles, and all the other material things 
of life. 

To have and to hold these things and 
all else that is precious in life, we must 





July, 195 1950 


cling to freedom and to the sound Amer. 
ican political philosophy which alone cay 
insure our freedom. 

An important step in preserving thy 
freedom is that the electric utility ip. 
dustry remain free. Acceptance of the 
principles we have just adopted by th 
people and the Congress will go a lon 
way toward insuring that freedom. 

In closing, I give you the final messag 
which Thomas Alva Edison addressej 
to the electric light and power companig 
meeting here in Atlantic City in June 
1931, when he said: 

“My message to you is: Be cow. 
ageous. I have lived a long time,| 
have seen history repeat itself again 
and again, I have seen many depre;. 
sions in business. Always America ha 
come out stronger and more prosper- 
ous. Be as brave as your fathers befor 
you. Have faith. Go Forward.” 





grows in size, it grows in complexity. 
All of us believe in that growth because 
we know the benefits it has brought the 
world in the past and we know that they 
are merely a token indication of the 
much greater benefits which the world 
can enjoy in the future. 


Time for Human Relations 


Industry has already demonstrated its 
ability to marshal the materials, ma- 
chines, and technology which make this 
growth and progress possible. Now, 
I submit, is the time for industry to get 
busy and prove that it also can marshal 
the skill in human relations which will 
be necessary to make the most of this 
growth. It will take plenty of spe- 
cialists with their intimate knowledge of 
the details of the complex structures we 
build. But it will also take plenty of 
men with broad perspective, men who 
will not be frightened at the scope of the 
overall job and who are not overly ab- 
sorbed in the details, There is no reason 
to fear that the job will be too big for 
men. But we must make sure that we 
provide the opportunities for men _ to 
grow big enough for the job. 

This is a problem which can be solved 
in the same way that industry has solved 
its many other problems. 

Probably no other American industry 
has been confronted with such varied 
problems as the electrical industry, and 


certainly none has been more ready to 
tackle and solve them, no matter what 
their nature has been and no matter how 
big the problems have been. From the 
beginning there were not only problem 
in technology and financing, but also pub. 
lic relations problems which had to be 
met and solved. Throughout the growth 
of the industry, these same _ problems 
arose again and again, but each time un- 
der a changed set of conditions and each 
time requiring a new set of solutions to 
meet the changed conditions. 


Splendid Physical Vigor 


The success of the industry in meet- 
ing each set of problems as they arose is 
attested to by the splendid physical vigor 
of the electric power industry today. Of 
course, the battle to win out over some 
of the problems is still being fought, but 
when you look at the overall condition 
of the industry today, I think you can 
justifiably boast a little about its sound 
health—technologically, financially, and 
also in its improved public relations. 

This is no time to relax the industry's 
efforts on any of these fronts. But while 
pursuing the never-ending struggle to 
solve the pressing problems of today, ! 
beg of you do not neglect your oblige 
tions for tomorrow. Let us pass on to 


the future not only the great traditions 
of a great industry, but also the great 
men who can carry on in those traditions. 
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Is ‘This Thing Worth Saving? 


By Prof. James E. McCarthy 
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THINK I know what your reac- 

tion would have been—let us say a 

little more than a generation ago 
—had I come before you and said 
solemnly : “The American system of free 
enterprise is worth saving.” You would 
have been polite about it, of course, but 
the likelihood is that you would have 
raised an eyebrow and murmured: “Yes, 
and the sun rises in the East and sets in 
the West—two times two is four—and 
a straight line is still the shortest dis- 
tance between two points. Why don’t 
you tell us something that isn’t axio- 
matic ?”” 

You and I both know that the ques- 
tion is no longer rhetorical, but eminently 
practical. Why? What has happened 
meanwhile? Are you, any less sure of 
the fundamental rightness of the system 
than you were nineteen years ago when 
Mr. Mullendore of the California Edi- 
son Company talked before this same 
convention on the threat of socialism to 
the electric utility industry? Of course 
you are not. You were sure of it then, 
and you are sure of it now, just as I am. 
It was right then, and it is right now, 
because it is rightly based. 


Widespread, Consistent Attacks 


Our faith has remained firm, but, I 
am sorry to say, too many of our fellow 
Americans have misgivings. Their faith 
has been shaken. It has been under- 
mined by the sniping and sapping of mis- 
guided men who are inspired by alien 
ideologies. ‘They are doing their best to 
destroy the American economic system 
both in theory and in practice. They 
attack the system as such, and—as your 
industry has very good reason to know 
—do everything they can to hamstring 
the enterprises which function under it 
and contribute to the common good. The 
attacks have been so widespread, so con- 
sistent, and so malicious that the wonder 
is not so much that industry functions 
as well as it does, but that it manages to 
function at all. 

“Is the American system of free enter- 
prise worth saving?” The answer to 
this question hinges upon the answers we 
would make to some other inquiries. For 
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example, What is the American system 
of free enterprise? What is its record; 
that is, what has it accomplished for us? 
Granting that we were to discard it, 
what system would we set up in its place? 

We find the answer to the first ques- 
tion in the principles subscribed to by 
the founding fathers of our country, one 
hundred and seventy-six years ago, when 
they staked their lives, their fortunes, 
and their sacred honor on their adherence 
to the universal truth that man is en- 
dowed by is Creator with certain un- 
alienable rights. 


The Right To Be Secure 


Among those rights—in addition to 
the life, liberty, and the pursuit of hap- 
piness, with which we are all so familiar 
—is the right to hold property and to be 
secure in the possession of property. In- 
herent in that principle is the right of 
thrifty men and women to put their sav- 
ings in business enterprises that yield a 
fair return on their investment while 
paying a fair wage to the worker and 
simultaneously, performing services to 
the public or supplying the public with 
goods. 

What happens when that right is 
denied or abridged? Well, suppose we 
take a look at what has been happening 
to Great Britain since 1945 when it gave 
the nod to Mr. Attlee and his colleagues 


who believe in the substitution of eco- 
nomic planning and controls for private 
initiative. I quote from a recent edi- 
torial by William Henry Chamberlain 
in the Saturday Evening Post: 

“The missing dynamo in the British in- 
dustrial machine is the absence of initiative 
to work hard: and effectively. Every one 
is assured an extremely low, sub-WPA 
standard of living through full, or overfull, 
employment, cradle-to-grave ‘security’ and 
subsidies to keep down the prices of rationed 
foodstuffs. But because of the back-breaking 
taxes and the thousand restrictions on pri- 
vate initiative, no one has much inducement 
to rise above this low average.” 

Now, let us see what is happening on 
our own side of the Atlantic. The poli- 
ticians, on their non-political swings 
around the country, tell us that things 
are booming, and so they are. I admit 
that at first glance the economic picture 
does not look too bad. Personal incomes 
are up. Sales of such items as television 
sets, furniture, and refrigerators are set- 
ting new records. The building of one 
million new homes—perhaps more—is 
scheduled for 1950. During the first 
three months of the year automobile pro- 
duction reached two million cars, despite 
the Chrysler strike. In mid-May steel 
production set a new high record at 
101.3 of capacity. 


Double Taxation 


Yes, at first glance the picture looks 
good. But it is not good enough. There 
are disturbing overtones. For example, 
millions of employable men and women 
are out of jobs, and their number is be- 
ing increased this month by more than a 
million and a half high school and col- 
lege graduates who are on a hunt for 
jobs in a labor market where business 
and industrial efficiency requires fewer 
workers to do a given amount of work. 
If they are to be absorbed, the answer 
lies not in existing industry, but in the 
creation of new erterprises. But not 
enough new enterprises are being started, 
nor will they be started until there is 
some encouragement for the thrifty man 
to invest his capital with a reasonable 
hope of a reasonable return. Double 
taxation of dividends is killing the goose 
that lays the golden eggs. 
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Fundamentally, of the tax 
burden, intolerable as it is, is only a 
symptom. Federal subsidies—those mir- 
acles of financial legerdemain whereby 
the farmer gets more for the foodstuffs 
for which the consumer pays less—are a 
symptom. So are the Government’s ex- 
cursions into various fields of business 
with private enterprise—in competition 
with you, for example. Our top-heavy 
Governmental personnel —the_ inordi- 
nate number of persons that are directly 
or indirectly on the public payroll—is 
still another symptom. So are the mes- 
sianic bureaucrats, the breast beaters 
who shout piously that they will not let 
the people down. (Personally, I feel 
that it is about time they let the people 
up.) All are symptoms of the political 
disease of totalitarianism, or state-ism. 


course, 


The Greatest Single Threat 


The incursions of Government into 
fields where it does not belong is part of 
a world-wide movement toward totali- 
tarianism which has already come and 
gone in Italy in the form of Fascism, and 
in Germany in the form of Nazism. To- 
day in the form of Communism it is 
stronger than ever and comprises the 
greatest single threat to individual 
liberty. It is based on an idea of Gov- 
ernment that runs counter to the prin- 
ciples that have always been part and 
parcel of the American way of life. It 
is diametrically opposed to the nature of 
American Government as it was insti- 
tuted, and to the practice of American 
Government as it has been until just re- 
cently. 

The purpose of American Govern- 
ment, as set forth in the Declaration of 
Independence, is to secure the rights of 
the individual—that and nothing more. 
From a wholly practical standpoint, 
therefore, the Government is a servant 
of the people. The Government, as 
such, has no rights. It derives its “just 
powers from the consent of the gov- 
erned.” It is, in other words, merely 
the people’s agent. 
act as umpire, to preserve for each in- 
dividual the unalienable rights that God 
gave him. 


Its sole task is to 


Out Of Bounds? 


But Government has been stepping 
out of bounds. Not only has it been fail- 
ing to protect the rights of the indi- 
vidual, but more and more it has been 
undermining those rights. Government, 
too state the case most simply, has been 
taking the attitude that it is the cause 
and not the effect of man’s individual 
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rights. But you and I do not have 
rights because of Government. We have 
Government because we have rights. 
Herein lies the essential difference be- 
tween the American citizen and, for ex- 
ample, the subject of Soviet so-called re- 
publics. We have rights that the Govern- 
ment is bound to respect. The Russian 
—or the subject of any other totalitarian 
state—has no rights, but only privileges 
which may be granted or withdrawn at 
the whim of a Dictator. 

Gradually, our Government has be- 
come coercive rather than _ protective. 
And although thus far we are not com- 
pletely under the thumb of a cynical 
Governmental Absolutism, we know 
that we cannot escape much longer. 

In our lifetime, we have seen the ad- 
of State-ism—or call it the 
“Welfare State” if you like—sabotage 
the morals and machinery of Democracy. 
We have seen the sinister collusion of 
Big Government and Big Labor place an 
intolerable burden upon enterprise that 
is even now only nominally free. 


vocates 


Misled Into Chaos 


We have seen millions of deluded citi- 
zens seek as a way of life, not progress, 
but only “Security” is the 
sugar-coating on the bitter pill of State- 
ism; a security, I might add, at the tax- 
payer's expense. We have seen the yoke 
of pauperism accepted as a permanent 
way of life by prideless men and women 


security. 


who think there is nothing reprehensible 
We have seen 
organized labor acquire sufficient politi- 
cal leverage to divorce wage rates from 
consumer demand; to resist reductions 
when markets decline and to secure 
raises out of all reason when demand 
We have seen State and Fed- 
eral debts exceed the dollar value of our 
tools of production, and the tax bill be- 
come so large that the average person 
must work eighty days a year for the 
Government. 


in being a State pauper. 


revives. 


Only a return to sane, 
balanced thinking can bring us safely 
out of the chaos into which we have been 
misled. 

Meanwhile, who is paying the bills? 
Why, free enterprise, of 
course—that same free enterprise which 


American 


is the whipping boy of the planners. 
Criticism of American free enterprise 
is carefully organized and apparently 
well financed. It isn’t just happening. 
Somebody is taking a long view and 
planning it that way. And the enemies 
of the American system are highly intel- 
ligent and highly skilled in all the arts 
of propaganda. Moreover, they know 
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exactly what they are for, and they do 
not permit any temporary setback to tum 
them from their ultimate objective. The; 
are for a socialized state in which the 
citizen will not be a citizen at all, bu 
from the cradle to the grave a subject of 
the State—a number and not a man. 


The Enemy Is A Good Salesman 


They don’t express their aim tha 
baldly, of course. On the contrary, they 
draw a picture of a Utopian existence in 
which a benign paternal Governmen 
will coddle everybody and anticipate his 
every need, to say nothing of his even 
want. Everybody, that is, except the 
idle rich, the economic royalists, and the 
soulless corporations who, by some mir 
acle of economics, will foot the bill, 
That is what our enemies of free enter. 
prise want, and they are diabolically per. 
suasive, in their sophistry. And they are 
successful. ‘They are making converts, 
as witness the large numbers of pre. 
sumably intelligent men and women who 
have been hoodwinked into accepting 
their notions of a perfect State. 

I would like to mention one instance 
of how the public mind has changed, 
There was a time when “profit” was 2 
legitimate return on an investment. That 
and nothing more. But today it is a 
fighting word. In the minds of thos 
who have heard the siren song of the 
State-Planners, profits are inherenth 
evil. “Profit” has come to have a sinister 
reputation, and those who take profits 
are automatically princes of privilege 
who would reduce all lesser Americans 
to a helpless and hopeless serfdom. 

This misconception is relatively new; 
and it is as unfortunate as it is unfound- 
ed. It makes me rather sad to think 
that so many Americans are so gullible 
and so easily misled, that they can be 9 
easily filled with baseless fears concern- 
ing an institution which, if they only 
understood it, is the continuing guaran- 
tee of personal freedom and economic 
security in our country. 


Cannot Deny Decent Profits 


If we deny the right to decent profits, 
honestly earned and honestly used under 
the American system of free enterprise. 
we automatically cancel out all the eco 
nomic, and most of the social benefits 
that have accrued to us as a people dur- 
ing the whole of our life as a nation. 

If we deny the right to decent profits 
we automatically condemn ourselves an( 


our children and our children’s childret} 


to a bleak, incentiveless future, to a regi 
mented future wherein an omnipotet! 
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state will tell a faceless dispirited race 
of robots what they must eat, what they 
must wear, where they must live, where 
they must work, and what uniform and 
arbitrarily determined stipend they will 
eet for their labor. I do not know of any 
more thorough-going way of filling in 
the valleys by leveling the hills. The 
race would no longer be to the swift, be- 
cause there would be no race. I can 
think of no system more alien to the 
American tradition, or more alien to the 
Christian concepts upon which this na- 
tion was founded. 


Management Must Tell People 


Free enterprise and individual initia- 
tive have the sanction of religion and the 
approbation of intelligence in support of 
their now somewhat muted claim that 
they provide the motive that challenges 
ambition, advances progress, provides 
creature comforts, and supports the na- 
tional economy, Just now, in fact, they 
are supporting the whole of the western 
world, the same world they saved from 
destruction during World War II. Our 
people must be told these things, and 
told again and again, and it is the re- 
sponsibility of management to see that 
they are told. Self-preservation, if 
nothing else, dictates the acceptance of 
the responsibility. 

There is no reason I can see why the 
reds, the pinks, the fellow travellers and 
the out-and-out communists should en- 
joy a monopoly on propaganda. But, to 
all intents and purposes, a monopoly is 
what they have had. American business, 
the custodian of the American system of 
free enterprise, has not been sufficiently 
vocal, it has not been sufficiently aggres- 
sive, it has not made the fullest use of 
the resources at its command. 


Offense Is Best Defense 


Business has made the tactical error 
of being against totalitarianism first and 
for private property second. It has, 
therefore, permitted itself to be jockeyed 
into a position where it is definitely on 
the defensive. The position is tenable, 
but it is not comfortable, and there is 
no excuse for being in it. One maxim 
that American business leaders might 
well remember is that the best defense is 
a good offense. Business might, as a 
matter of fact, adopt to its advantage, 
many of the methods used so successfully 
by the enemies of American institutions 
and traditions. 

If political, and consequently eco- 
nomic, trends have demonstrated any- 
thing at all during the past fifteen years, 
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they have proved that management ex- 
ecutives have new responsibilities beyond 
those normally associated with manage- 
ment. These are politico-economic. Un- 
less management meets them, it perhaps 
won't be long before it has nothing left 
to manage. 

Yet they are responsibilities which 
management has been slow to recognize 
and then reluctant to assume; but both 
complete recognition and complete ac- 
ceptance are vitally necessary for the 
survival of business and industry that, 
despite their human weaknesses, have 
made the United States not only the 
envy but the savior of the world. Just 
as an aside, may I suggest that I wonder 
what the planned economies of Europe 
would do if they awoke some morning 
to find that their wish had come true 
and that the United States were 100 per 
cent collectivized. What would they do 
without the aid provided them by the 
very system they are so eager to destroy? 

Among management’s responsibilities 
is the duty of participating actively in 
politics. If we accept the premise that 
Government has stepped out of its proper 
role as arbiter and has usurped the im- 
proper role of master, then not only 
business, but each and every one of the 
beneficiaries of the American tradition 
of government must combat this heresy 
openly, actively, and intelligently. 


Profits Are Social, Economic Assets 


Once active in politics, management 
executives must first propagate the thesis 
that the American system of free enter- 
prise is inherently good. It is not enough 
for them to take the purely negative at- 
titude that the system is not inherently 
evil. 

What would the effect of such an in- 
filtration be? Only the simplest soul 
would assume that industry’s differences 
would disappear over night, or that we 
would immediately and happily return 
to the concept of Government that the 
Founding Fathers intended. But that 
concept would be given a new vitality. 
As things now stand, the sound moral 
basis of the profit system is as likely to 
be as unfamiliar to its advocates as it is 
unwelcome to its opponents. Those who 
believe in it sense its basic rightness, but 
cannot express themselves. Those who 
would destroy it point out its superficial 
weaknesses while carefully ignoring its 
firm foundation. But sooner or later, 
all must learn that business and industry 
operating at a profit is a social and eco- 
nomic asset. Profitless business is so 
grave a social and economic liability that 
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when it banks its fires and closes its 
doors—as eventually it must—it may 
well destroy the current political system 
with it. 

The tragedy and irony of the whole 
concept of political domination of busi- 
ness is that nobody wins and in the long 
run everybody loses. The people who 
believe they are the beneficiaries of high 
tax schedules are the very people who in 
one way or another must supply busi- 
ness with the money to pay the tax as- 
sessments levied by the politicians who 
pose as their benefactors. But the eco- 
nomic fallacy of robbing Peter to pay 
Paul is hard to demonstrate to the giant 
intellects who not so long ago came up 
with the magnificent notion that the way 
to have more bacon is to raise fewer pigs. 


Business And Government Duties Separate 


I have said, and I repeat—because it 
cannot be repeated too often—that the 
purpose of American Government is to 
protect the rights of the individual. That 
is practical. It is basic. Government 
can have no other aim. From an equally 
practical standpoint, the sole aim of in- 
dustry is the productive multiplication 
of goods under a system of free enter- 
prise which, as defined by Adam Smith, 
the great classic economist, is enterprise 
that conducts its affairs in areas reason- 
ably free of Government interferences 
and monopoly. 

We, however, have arrived at the 
stage where Government writes the 
practices and dictates the policies by 
which industry must conduct itself if it 
is to function at all. Government does 
this on the erroneous theory that it is 
not the umpire but the dictator in mat- 
ters that touch upon economic morality. 
It assumes, and assumes wrongly, that 
the common interest would be violated 
were business permitted to operate out- 
side the arbitrary restrictions and re- 
straints imposed upon it by lawmakers. 
With a fine disregard for American prin- 
ciple, Government looks upon industry 
as guilty until it proves itself innocent. 


State-ism On The March 


This attitude is one of many indica- 
tions that State-ism is on the march. 
With each successive piece of legislation 
that places new and unwarranted re- 
strictions upon industry, it advances an- 
other step toward its goal. It will not 
be easy to turn the tide so that both 
Government and_ business function 
smoothly and properly in their respective 
spheres. But it can be done. No amount 
of argument, however imposing, can 
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change the fact that Government is a 
trespasser. No amount of wishful think- 
ing can change the fact that unless we 
turn the tide, American enterprise will 
soon be a thing of the past. We must 
enlist in the ranks of those who propose 
to combat, seriously and intelligently, the 
economic heresies that have been repre- 
sented to our people as the ultimate in 
evolutionary social gains. 


Labor And Capital Friendship 


Our task is clear. It is to tackle the 
central problem with unanimity among 
ourselves. We must be realistic and 
objective. We must have the good audi- 
tor’s clinical viewpoint in our appraisal 
of our solvency and our economic future. 
We must be agreed that a harmony of 
national interests can be achieved only 
through espousal of an economic pattern 
that guarantees the widest possible dif- 
fusion of benefits to all our people. Labor 
cannot prosper at the expense of capital; 
capital cannot long prosper at the ex- 
pense of labor. The two, it must be 
realized, are not natural enemies, but 
natural allies. Government, meanwhile, 
is the servant of both. 

From now on our emphasis must be 
on the concrete and the specific and not 
upon the abstract and the general. We 
must acknowledge that there are areas 
in politics and economics wherein honest 
differences may exist, but we must also 
determine to reconcile these differences 
for the benefit of those who may be 
harmed were the differences to continue. 
Finally, we must be firmly convinced 
that harmony in all our national affairs 
is not elusive; it is not a chimera, but 
an actuality that may be achieved by 
men of good will. 


Secure Public Confidence Again 


The job of the American business 
leader is to re-establish public confidence 
in the integrity, capacity,-and ability of 
American private enterprise. He must 
dispel the fog of suspicion on which he 
has been forced to operate for the past 
fifteen or twenty years. I think we can 
defeat the highly organized, highly 
financed economic illiteracy in our coun- 
try when we, as good propagandists, be- 
gin making definite and positive declara- 
tions of business policy which the Ameri- 
can people will understand. 

Since its agents are human, American 
private enterprise is not perfect. It has 
made mistakes, and some of them have 
been bad ones. I have no doubt that it 
wil] make many more. On the other 
hand, the critics of free enterprise, also 
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Mid-Century Convention Largest in EEI History 


(Continued from page 219) 





H. B. Bryans 
Newly Elected Vice President of the 
Edison Electric Institute 


Mr. Bryans, President of the Philadelphia 
Electric Company since 1947, was born and 
educated in Philadelphia, and is a graduate 
of the University of Pennsylvania. He has 
spent his entire career in the public utility 
business, beginning with the Philadelphia 
Gas Works Company. Later he continued in 
the field of gas operations in Kansas City, 
Mo., and natural gas in Kansas. His first 
association with an electric company was at 
Gloversville, N. Y., and later he became en- 
gineer of the Counties Gas & Electric Com- 
pany in Norristown, Pa. He was _ subse- 
quently appointed general superintendent 
and later assistant general manager of the 
Philadelphia Suburban-Counties Gas & Elec- 
tric Company. In 1929 he was named vice 
president in charge of operations of the 
Philadelphia Electric Company, was elected 
executive vice president in 1938, and became 
president in 1947. 

Mr. Bryans is a director and past presi- 
dent of the American Standards Association. 
president of the Electrical Association of 
Philadelphia, past president of the Pennsyl- 
vania Electric Association, and served as a 
director of the Institute from 1944 to 1948. 





the Pennsylvania Power & Light Com- 
pany, Allentown, Pa. 
The was the 


mid-century meeting 


being human, have played up industry’s 
shortcomings out of all proportion to 
its achievements. But the record shows 
that the vast majority of American busi- 
ness conducts its affairs on a moral level 
and that it contributes notably to the 
public interest and the public good. 

In submitting these observations to 
you, I should like to believe—indeed I 
do believe—that despite the misunder- 
standings and grievances that seem to 
characterize our economy, America still 
possesses the leadership and talents and 
standards and conscience and imagina- 


fourth consecutive Institute Convention) 
to be held in Atlantic City, and, in his 
remarks of appreciation to all those wh} 
did so much to make the 1950 Conven.} 
tion a record-breaking success, retiring) 
President Lindseth paid special tribut 
to B. L. England, President of Atlantic 
City Electric Company, and his fine orf 
ganization for their constant and untir. 
ing efforts on behalf of the delegate 
and guests. 


ee Res ET 


The Institute’s Convention will not 
return to Atlantic City until 1954, when 
the electric industry will be celebrating 
the Diamond Jubilee of the incandescent 
lamp, and Atlantic City will be mark. 
ing its Centennial. 

Mr. Lindseth accorded appropriate 
thanks for excellent program arrange. 
ments to the Program Committee, com. 
posed of its Chairman, C. E. Kohlhepp, 
Wisconsin Public Service Corporation: 
Harold Quinton, Southern California 
Edison Company; and H. C. Thuerk, 
New Jersey Power and Light Company. 

Gratitude was also expressed to the 
Electrical World staff members who 
gave so much time and energy in pub- 
lishing the Convention’s daily 
newspaper. 


own 


Receiving great appreciation for their 
contributions to the lighter side of the 
Convention were the General Electric 
Company, Hotpoint, Inc., and Westing- 
house Electric Corporation, as well a 
the other manufacturers and organiza 
tions whose entertainment did not ap- 
pear on the program. 


The two scheduled social events of 
the Convention were the Tuesday night 
cocktail party and supper, jointly spon- 
sored by the Institute, General Electric, 
and Westinghouse ; and the ladies’ lunch- 
eon, with Hotpoint as host. 


tion to restore it to the position it has 
traditionally held. 

We Americans have always managed 
to retain our common sense and a basic 
rectitude in our thinking that invariably 
bring us back to the course charted for 
us by the Fathers of the Republic so long 
ago. They were men of faith and hope. 
It was upon faith and hope that they 
founded this nation. Faith and _ hope 
have brought it to its greatest eminence. 
Faith and hope are the twin stars that 
we must steer by now if we are to be 
true to the tradition of our fathers. 
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Who Is Getting Hurt? 


By W. C. Mullendore 


President, Southern California Edison Company 


An address before the Eighteenth Annual Convention of the 
Edison Electric Institute, Atlantic City, N. J., June 6, 1950 


PEAKING from this platform to 

this Association in June, 1931, 

just 19 years ago, a speaker, dis- 
cussing the then developing attack upon 
our industry, said in part: “The real 
issue which has been raised by the pre- 
vailing attack upon the electric utility 
industry is whether the power of public 
ofice shall be wrongfully employed to 
undermine confidence in and destroy the 
good will of legitimate American busi- 
ness in order to prepare the way for 
a program in direct conflict with basic 
American principles . . . to the end that 
Socialism shall replace American indi- 
vidualism.” 

The speaker further said: “While 
this issue is an old one, it was never 
more alive than it is today. Autocratic 
communistic leaders in one great nation 
are employing as weapons, fear, hatred, 
and terror, to hold in subjection 158,- 
000,000 people under most wretched 
and miserable living conditions. Within 
our own country a few individuals, or- 
ganizations, and public officials, by play- 
ing upon the emotions of hatred, fear, 
jealousy and envy, are not only creating 
new problems, but contributing to the 
dificulties of constructive solution of ex- 
isting problems.” 


Threats to Basic U. S. Ideals 


And again, venturing upon the field 
of prophesy, the speaker in 1931, said: 
“The real threat is not so much to our 
industry as to basic American principles. 
We are only for the moment in the first 
line of defense. Others will follow as 
others have preceded. The peril is that 
the American people will be dominated 
by or follow the leadership of those who 
employ the weapons of hatred for the 
advancement of theories which strike at 
the roots of American institutions.” 

Since that speech was delivered at a 
historic moment, midway between the 
stock market crash of 1929 and the ad- 
vent of the New_Deal in 1933, that 
would seem to be a good point from 
which to begin a review of the high- 
lights of the 19 year period which has 
elapsed since I had the honor of first 
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addressing you and your predecessors 
on that occasion. 

Have the events of the past 19 years 
justified the forebodings thus expressed 
in 1931? Have basic American prin- 
ciples been impaired and, if so, who has 
been hurt thereby; has Socialism made 
headway in replacing American indi- 
vidualism? I shall attempt a brief an- 
swer to those very big questions; first, 
by briefly restating or recalling basic 
American principles; second, by recount- 
ing some of the more important mile- 
posts along the line of retreat from those 
principles in the past 19 years; and 
third, by suggesting the first step which 
must be taken if this retreat from liberty, 
which is now almost a rout, is to be 
reversed. 


What is the American Way of Life? 


No one has more clearly defined the 
cornerstone of liberty than did Herbert 
Hoover in his essay entitled, “Ameri- 
can Individualism,” published almost 
three decades ago. Mr. Hoover then 
said: “Our individualism differs from 
all others because it embraces these great 
ideals: that while we build our society 
upon the attainment of the individual, 
we shall safeguard to every individual 
an equality of opportunity to take that 
position in the community to which his 


intelligence, character, ability, and am- 
bition entitle him; that we keep the social 
solution free from frozen strata of 
classes; that we shall stimulate effort of 
each individual to achievement; that 
through an enlarging sense of responsi- 
bility and understanding we shall assist 
him to this attainment; while he in turn 
must stand up to the emery wheel of 
competition. . . . It is the sole source of 
progress; it is American individualism.” 

We will look in vain for a better 
definition of the basic principle of 
American faith than this one which came 
out of the vast experience and the great 
mind and heart of this greatest American 
of our time. 

The protection of this sole source of 
progress—the liberty and the will of the 
individual to develop the best that is 
within him—was the dominant aim and 
purpose of the Constitution of the 
United States. It is the principal aim 
expressed in the preamble in the words 
“to secure the blessings of liberty to our- 
selves and our posterity.” 


Protection Against Government 


The primary concern of those who, 
during the hot summer months of 1787 
in the neighboring city of Philadelphia, 
wrote the Constitution, was to protect 
the people against government. From 
their knowledge of the history of tyran- 
nies, and from bitter experience, they 
had learned the danger of giving to gov- 
ernment undefined and unlimited power 
over the activities of the citizens. They 
knew the vital importance of confining 
government to its legitimate field and 
of reserving to the individual citizen 
his independence in the fields of eco- 
nomics, the home, and religion. This 
meant above all that the power of the 
Federal Government over the purse, its 
access to the earnings of the citizens, 
must be most carefully and strictly lim- 
ited, so that the powerful instrument of 
control which inheres in the dependence 
of the citizen upon Government for his 
livelihood, should be, as they hoped, 
forever withheld. Hence, as Felix Mor- 
ley has said in his book, “Power in the 
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“ ” 


People,” the words “no” and “not, 
for the most part employed in restraint 
of governmental power, occur +9 times 
in the original articles of the Consti- 
tution. 


Economically Independent Citizens 


On the basis, then, of the authorities 
quoted, and of a multitude of others 
who could be quoted in corroboration, 
we may with assurance conclude that 
the fundamental of fundamentals of the 
plan for living in these United States, 
which has since become known as the 
American Way of Life, was an eco- 
nomically independent citizenry, sup- 
porting and controlling a government so 
limited and confined by a written Con- 
stitution that the age-old revolutionary 
trick of reversing this situation and en- 
slaving the people by having Govern- 
ment support the people, thus making 
them dependent upon 
could never be pulled in America. But 
in thus reckoning and planning, there 
was a failure to take into account some 
of the loopholes in that Constitution and 
the power of the demagogue, assisted by 
the resourcefulness of the frustrated in- 
tellectuals in a period of depression and 
war. 


Government, 


Expanding Government Control 


I do not charge that there was a plot 
to destroy the limitations upon the pow- 
er of the Federal Government so that 
it might establish controls over the peo- 
ple and create a dependence upon Gov- 
ernment which would destroy the in- 
itiative and self-reliance of the people. 
More suspicious men have sometimes 
said that a small group of ambitious in- 
tellectuals met and dined together regu- 
larly and frequently in Washington to 
discuss the interesting problem of how 
the constitutional powers of the Fed- 
eral Government could be so expanded 
by interpretation that the economy of 
our country could be planned and con- 
trolled by the central Government as 
in the Socialist States in other lands. 
But the present hour is one in which 
men in government seem particularly 
sensitive to any charge of plots or plans 
which smack of the subversive, and we 
are reminded almost hourly by certain 
pundits of the radio waves that it is 
very bad and almost unpatriotic to say 
anything “in these critical days’ which 
might arouse suspicion of the straight- 
forwardness and good faith of the tem- 
porary occupants of great positions of 
power in our Federal Government. That 


EDISON ELECTRIC INSTITUTE BULLETIN 


privilege of smearing with charges of 
dishonesty and bad faith is reserved to 
the men in government when they are 
speaking or writing about the citizen in 
business; and the privilege is not re- 
ciprocal. 

So again | repeat that I do not charge 
that there was a plot or plan to con- 
vert our Government from one which 
the people supported to one which forced 
the people to become dependent upon it 
for their guidance and welfare. All 
that I say is this: If there had been such 
a plot and if it had been very cleverly, 
gradually and stealthily executed over 
the past 18 years, a more masterful job 
could scarcely have been imagined. I 
would even go so far as to predict that 
future historians will all but “knock 
themselves out” in their amazement at 
the remarkable similarity between a 
planned and an unplanned road to So- 
cialism. 

And that brings us to the next chap- 
ter in this short story of revolution—a 
chapter entitled, 


Important Miiestones Along the Line of 
Retreat from Freedom 


‘Throughout the march toward So- 
cialism and away from freedom, the one 
increasing purpose is that of making the 
individual more and more dependent 
upon Government. Within the limit of 
time available, we can only today recall 
some of the more important milestones 
which have marked this historic retreat 
from freedom. 

‘There were instruments of power of 
far-reaching consequence placed in the 
hands of the Federal Government be- 
fore 1933. Notable among these were 
the Federal Income tax and the Federal 
Reserve Act and other laws establish- 
ing Federal controls over banking and 
credit. Nevertheless the real retreat 
from freedom did not get under way 
until we took the sharp turn onto the 
downhill road to the Left in 1933. 

The great opportunity which fur- 
nished the excuse extraordinary for exe- 
cution of the planned retreat was the 
depression following the boom and bust 
of 1929. It was not that the suffering 
during the depression of 1930-33 was so 
much more severe than that which had 
prevailed in some twelve others which had 
preceded it in our history as a free peo- 
ple. The boom had carried us to great- 
er heights of expectation and folly, and 
hence the fall was greater, and coming 
after almost a decade of unusually soft 
living, it hurt more. 
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But it was not the magnitude or Scope 
of the depression (although it wa 
world-wide) which distinguished it. |; 
was rather that through clever anj 
strenuous political exploitation, the de. 
pression became very much worse in re. 
trospect than it was during its existence. 
The people knew that it was very bad 
and very painful—that the reaction wa; 
as usual, proportionate to the boom, and 
that there were very large numbers of 
unemployed, much frustration and mep. 
tal suffering; but so there were for an. 
other seven years during the “recover 
program.” We knew there were bank 
and other business failures and much 
suffering therefrom. But it was not un- 
til the prophets and historians, the keen 
analysts of the New Deal began to work 
upon that depression from the vantage 
point of Washington-supported propa. 
ganda, that we learned the truly cata. 
trophic proportions of the period from 


1929-33. 


Recovery Lost 


We know now that the recovery started 
in the United States, as in several other 
countries in mid-1932, but that the 
threat and uncertainty caused by our 
Presidential campaign, and especially the 
threat of the successful candidate, after 
the election, to abandon the gold stand- 
ard, revived the depression forces and 


closed the banks. 


False View of Depression 


The task assigned to the political 
writers of the new Administration, nev- 
ertheless, was that of attributing all 
failure to the “economic royalists,” of 
smearing the leaders of the old order, 
and of creating the impression that noth- 
ing like this depression had ever oc- 
curred before, that indeed there had 
been widespread starvation and univer- 
sal failure; that it was the death strug- 
gle—the very last croak—of the old 
order; that it proved finally and def- 
nitely what many critics of the old or- 
der had suspected and warned for years, 
that we simply could not go on depend- 
ing on self-reliance and individual re- 
sponsibility. With this impression cre- 
ated through dwelling upon and con- 
stantly exaggerating what were called, 
“the horrors of the depression,” it fol- 
lowed that we must have a Plan, con- 
ceived and directed by experts, armed 
with the power of Government. And, 
to revive our faith in Providence, an 
elite group now came forward from 
many great colleges and universities, 
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and proved themselves ready, able and 
willing to sacrifice themselves, on the 
altar of service, to save their country 
from what they had long feared—“the 
anarchy of laissez-faire capitalism.” 

That was the first step: The destruc- 
tion of faith in the old order, which 
meant the destruction of the people’s 
faith in themselves. Life, we were told, 
had just become too complicated for in- 
dividual liberty. While the fearless 
Leader was proclaiming that we had 
nothing to fear but fear, he and his 
cohorts did a monumental job of cre- 
ating such a fear of the risks which at- 
tended the freedom of the old order 
that from March to June of 1933 there 
was a one-hundred-day stampede of a 
fear-crazed Congress of the United 
States to lay at the feet of the Presi- 
dent, not only control over the machin- 
ery of Government, but control over 
the purse of the people, and the business 
and industry, money and finances of 
the people. 


Undermined Faith in Freedom 


There were, then, two great prepara- 
tory steps, taken, more or less, together : 
First, destruction of faith in freedom 
and its institutions by exaggerating the 
significance and suffering of the depres- 
sion and blaming it upon the evil in- 
fluence and power of the old order 
which must now forever be destroyed. 
Then, the great stampede of fear, clev- 
erly disguised as a forward march to- 
ward a New Deal, during which the 
heads of the American people were 
turned, their once clear vision blurred, 
and they were induced to take the sharp 
turn to the Left which eventually led 
them directly back toward that regime 
of dependence upon omnipotent govern- 
ment from which the men of 1776 and 
1787 hoped they had delivered us for- 
ever, 


Loss of Liberty 


Of course the great majority who 
voted for the opposition party in 1932 
thought they were voting for beer and 
for reduced functions of and expendi- 
tures by the Federal Government, be- 
cause that was what the 1932 Demo- 
cratic platform said and what the can- 
didate had promised. But as the suc- 
cessful candidate subsequently said: 


“I was able, conscientiously, to give full 
assent to this platform and to develop its 
Purposes in campaign speeches. A campaign, 
however, is apt to partake so much of the 
‘haracter of a debate and the discussion of 
individual points that the deeper and more 
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permanent philosophy of the whole 
(where one exists) is often lost.” 


So the people were to learn that “the 
deeper and more permanent philosophy 
of the whole plan” included loss of lib- 
erty through Federal Government re- 
strictions upon the citizens by laws and 
policies, which included: 

1. The destruction of the balance of 
power within the Government to 
the end that the Executive branch 
would be clearly dominant and 
both the Legislative and Judicial 
branches would take their orders 
from and enforce decisions made 
within the Executive branch. 


plan 


2. Control over and direction of 
money, credit, and banking so that 
this powerful instrument of con- 
trol would be firmly established 
in the executive branch of the 
Federal Government. 

3. Repudiation and nullification of 


the Government’s and all other 
promises to pay in gold and the 
requirement that every citizen sur- 
render his gold to the Govern- 
ment. 


Economic Equality 


+. The power of the President to fix 
the value of the dollar in terms 
of gold each day, as in his wisdom 
or folly, he should see fit. 
The use of the Federal income tax 
and other taxing powers, together 
with subsidies and mea- 
sures called_‘‘social security,” for 
taking control over ever-increas- 
ing shares of the wealth and in- 
come of the people and redistrib- 
uting the same in order to pro- 
mote economic equality, and “re- 
forms” according to Plans as they 
might be determined from time 
to time by the aforementioned elite 
group of Planners. 

6. For the farmer there were devised 
a number of Plans, also changed 
from time to time, but always 
with the idea of winning farm 
votes through the support of farm 
prices—sometimes by killing pigs 
and plowing under crops, again 
by paying for a multitude of 
things done by the farmer which 
he had always done and would 
have done for himself without be- 
ing specially paid therefor; and as 
of the present, of course, buying 
up huge surpluses of wheat, cot- 
ton, corn, potatoes, eggs, peanuts, 
dried beans and _ peas, butter, 
cheese and milk products, etc., etc., 


mn 


various 
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to the tune of some 5 billion dol- 
lars, and thus maintaining a high 
cost of living while wondering 
what to do with the mounting sur- 
pluses in the midst of such plenty. 
And with this support of the farm- 
er there goes control—the same 
control which applies to other im- 
portant groups of citizens and ac- 
companies and grows with every 
measure which creates further de- 
pendence upon Government. 


Labor's Rise to Power 


. And then, of course, and most im- 
portantly, there is Labor. The ob- 
ject here was to exchange a grant 
of special power to Labor Leaders, 
over their members and over in- 
dustry, for their agreement to give 
political support to the grantors. 
First there was the NRA and its 
Blue Eagle which, though eventu- 
ally disposed of by the old Su- 
preme Court, paved the way for 
the deal between Labor Leaders 
and political leaders (not to men- 
tion some business leaders) where- 
by the power of life and death over 
the operation of industry through- 
out the country was in effect bar- 
tered in exchange for the political 
support of Labor—all in the name 
of something not defined but 
which sounded good and was 
called ‘collective bargaining.” The 
benefits of a free market-place were 
thus denied to the home-builder 
and to all who purchased the vast 
products of industry, because the 
Union Labor boss, with the back- 
ing of government, fixed the costs 
of products at higher levels 
through dictating the wages which 
would be paid, while Govern- 
ment’s share of the earnings also 
mounted ever higher. 


~sI 


Minimum wage laws were passed 
which, as many citizens are now learn- 
ing, means the loss of jobs by those 
whose skill and ability do not enable 
them to produce the hourly equivalent 
in value which the employer is forced 
to pay. 


Employees Are Victims 

Thus again, a very large group of 
citizens, millions of employees, whose 
jobs are dependent upon the whim and 
edict of the few labor leaders in whom 
power has been concentrated, are dis- 
covering what it means to become de- 
pendent upon the favors of political 
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power-seekers. “Vhus again, it is demon- 
strated that when the people are in- 
duced to surrender the power which our 
Constitution was designed to reserve 
to them, and when the force of law 
can be used by those in whose hands 
such power is concentrated, another step 
has been taken toward despotism. 


Prelude To Socialism 


Eventually, there came World War 
Il, and with it not only great danger, 
but another golden opportunity for con- 
ditioning the people—tor domesticating 
them so that they pushed 
around more easily, and steadily ren- 
dered more submissive to the orders and 
powers of their masters in Government. 
With the war came price control, ra- 
tioning and rent control. But, note well, 
that while various controls, which meant 
real sacrifice to a minority, were im- 
posed, the war was fought on a 40- 
hour, high wage “premium pay for 
overtime” basi 


could be 





s, thus encouraging in- 
creased domestic consumption and great- 
ly expanding the costs of the war. 

We entered the war because we were 
assured that we could not live in a to- 
talitarian world, and at the war’s end 
we had created the greatest totalitarian 
power in Russia that the world has ever 
known. At Casablanca, Teheran, Yalta 
and Potsdam we lost the Peace, but the 
war costs and the war debt are still 
with us. 


Lending Leads to Inflation 


In the post-war period, the powerful 
instrument of lending by our Federal 
Government to our citizens em- 
ployed as never before. The fear of un- 
employment, the care of the veterans, 
the provision of homes and the further 
bolstering of farm prices—all were em- 
ployed to the full to justify Govern- 
ment lending directly to the citizen, and 
Government underwriting of loans by 
the billions to the citizens for housing, 
for helping the veteran to get started 
in business, etc. This obligating of the 
citizen by loans plus the billions spent 


Was 





in paying the educational expense of 
millions . of veterans—all this added 
enormously to the strengthening of the 
tie that binds the citizen, now rapidly 
becoming a subject, to his Government. 
When we add in the Federal bonus, 
disguised as an insurance refund, and 
the billions voted in bonus bonds by the 
generous citizens of many States, we 
have another astronomical addition to 
inflationary purchasing power. 
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Most important of all, then, from 
the standpoint of those who aimed at 
greater dependence of the people and 
more power in Government, was the 
boost which was given by the war, and 
the debt-creation 
after the war, to 
weapon—inflation. 


and credit extension 
Socialism’s greatest 
Under the stimulus 
of patriotism and the deception of sav- 
ing in the form of accumulating govern- 
ment debt, the accumulated wealth of 
generations could be and was drained 
off into the bottomless pit of war, and 
the people were given in exchange there- 
for beautifully engraved pledges of their 
own future earnings—pledges which in 
the hands of the people encourage ex- 
travagance because they are called sav- 
ings and money, but are nevertheless 
debts to be paid out of real savings, or 
repudiated and written off through the 
hidden erosion of a destructive inflation. 

Through the strange and little un- 
derstood workings of a governmentally- 
managed currency, coupled with a huge 
Government debt, much of which has 
been monetized through sales of bonds 
to banks, and much of which can be 
immediately converted into cash because 
it is redeemable, this war debt has added 
enormously to the money supply, and 
to the national income, and to the gross 
national product of the country; and 
hence to the boasted prosperity of the 
biggest and most prolonged, and most 
unsound boom in American history. 

Already, through inflation, the sav- 
ings dollar of 1940 has been cut almost 
in half, and that vast number of citizens 
who live on fixed incomes—tied to the 
savings dollar accumulated before this 
raging inflation—are feeling the pinch 
of their loss through government con- 
trol of the value of their dollar. 


Government Invasion of Business 


As that 
great advance which has been made by 
Government upon the front which we 
may label ‘Government 
Business.” That is the front with which 


yet, I have not mentioned 


Invasion of 


we in the electric utility business are 
most familiar. Possibly we. have concen- 
trated our fighting on that front too 
exclusively for many years. I therefore 
do not propose to comment on it here 
at any great length. 

Suffice it to say that every trick and 
device, every abuse of power, every mis- 
representation and deceit known to a 
large body of experts in all these lines, 
have been used by representatives of 
the cause of 


Government to advance 
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their first love—the socialization of the 
power industry. And they have don 
quite well with their propaganda, {. 
nanced with taxpayers’ earnings, in pro. 
moting IT'VA’s and REA’s, Bonneville 
and Grand Coulees — concealing thei: 
grab for the socialization of the power 
industry under the cloak of navigation, 
irrigation, flood control, and latter; 
the expansible functions of recreation 
and conservation of fish, game and other 
wild life. 


A Weapon for Socialization 


So high-powered and blatant has been 
their propaganda that the majority oj 
the American people today are under 
the impression that the building of dams 
and the development of hydroelectricity 
began with Government projects about 
1933, and that the farmers were actv- 
ally denied electric service until the 
REA came along. ‘Today, assisted by 
the over-stimulated prosperity of the 
farmer, the REA has infiltrated impor- 
tant agricultural areas all over the Na- 
tion, where it is doing double duty as 
a weapon for socialization; first, by 
wooing the farm vote with subsidized 
electricity ; and second, by forming rap- 
idly growing cells for destroying and 
absorbing the property of the citizen 
who, in the American tradition, pio- 
neered and built up a tax-paving electric 
service in that too-distant day when 
America was still America. 

However, as we prophesied 19 years 
ago, it has now come to pass that we 
were only for the moment in the first 
line of defense. We are still there, but 
we have been joined by many others, 
who along with us, are being taxed to 
support government intervention which 
threatens first to ruin them and _ then 
take them over. I have in mind the 
banks, insurance companies, and other 
savings institutions; the housing indus- 
try, including builders and _ landlords 
and landladies, large and small; the 
retail and wholesale and hotel business; 
the shipbuilding and construction indus- 
try; and not to tire you, it may well 
be summed up by saying it would be 
very difficult to find a business in which 
the Federal Government is not engaged. 
In short, this general wave, this en- 
veloping movement to submerge the in- 
dividual in the State, and to transfer 
the power of initiative to Washington 
in all things, has now become the one 
big problem in all business—the prob- 
lem indeed of everyone who cherishes 
freedom and the aim of human progress. 
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Do you remember the inquiry which 
was meant to be so devastating when it 
was first voiced several years ago: “Have 
you lost any liberty?” We do not hear 
that question asked so often now. Why? 
Could it be that there are too many 
people who now have had experience 
with the tax-collector and the horde of 
Federal investigators, prosecutors, regu- 
lators, price and wage and rent fixers, 
oficial collaborators with union labor 
dictators, crop dictators and allocators, 
and the hundreds of thousands of other 
Federal bureaucrats who swarm over 
the land prying into the citizen’s af- 
fairs, sowing their questionnaires by 
the bale, occupying our office space, bur- 
dening our transportation facilities, con- 
suming our time and our substance? 

Could it be that there is anyone in 
the land who has neither been ministered 
to nor administered by, investigated, 
indicted, prosecuted or dictated to? If 
there are some who have neither been 
investigated, regulated, prosecuted or 
indicted, at least no one has escaped the 
tax-collector. 


Everyone Is Hurt 


Who is getting hurt by this expansion 
of Federal power? Everyone, including 
those who are temporarily wielding that 
power because they are building them- 
lves up for a fall—because history, 
ancient and recent, teaches that 
every big and petty tyrant who pushes 
people around sooner or later has to 
accept some very painful, not to say 
brutal, readjustments in his own life. 


very 


Everyone is getting hurt because every 
citizen is being deprived of his or her 
most vital source of strength—his self- 
tliance. Everyone is becoming more 
and more dependent upon Government 
for his job, for his earnings, for his 
home, for direction and control in the 
management of his farm or business and 
the price he is to get for his products 
and services; for his care in old age, 
sickness, and in unemployment. Private 
savings are being confiscated and stealth- 
ily taken through inflation, and the in- 
dependence which the self-reliant older 
people thus build for themselves is be- 
ing destroyed. 


Independence Being Lost 


Thus the people, everyone of them, 
are losing because they are being de- 
Prived of the God-given right to man- 
age their own lives. To deprive an in- 
dividual of his self-reliance is to cripple 
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him for life—to prevent his growth and 
development just as surely as would a 
harmful and enslaving drug. 

And the crowning tragedy is that 
Government cannot deliver—it cannot 
deliver security except through com- 
plete enslavement. Government can de- 
liver nothing because it produces noth- 
ing except as it controls, directs, confis- 
cates and redistributes the production 
of its citizens. Government is a paralyz- 
ing, negative force—-never a positive, 
enlivening, dynamic force. 

Finally, we come to the most difficult 
question of all: 


What Can We Do About It? 


In facing that question, we are at 
once met with the baffling and discour- 
aging fact that the majority of the 
American people clearly are unaware 
of the significance of these facts. Are 
we not prosperous? Are we not enjoy- 
ing the highest standard of living in 
our history? Is it not true, as the Presi- 
dent of the United States has recently 
declared, that we have the “best busi- 
ness set-up” we have ever had? No 
wonder we are confused! 

We now live in a democracy and not 
a republic. The powers which, under 
the republic, were once in the people, 
have been transferred to Government. 
Under the processes of a democracy, only 
by the vote of a majority can the many 
freedoms which have been surrendered 
be restored. Until and unless the peo- 
ple are aware—until they understand 
not only what has happened but how 
it happened, and how to unravel the 
vast and intricate maze and network 
of power in which they are ensnared, 
Government will continue to weave its 
web and with each passing day the chance 
of a return to freedom will be less. 

Wherein then does hope lie? Will 
our political, educational, religious and 
business leaders work together to sound 
the alarm and arouse the people to their 
danger? As of the moment there seems 
to be little hope in political leadership, 
because the leaders of both major par- 
ties, in wooing the voters and endeavor- 
ing to outpromise each other, have so 
compromised with basic principles and 
endorsed so many socialistic and collec- 
tivistic measures and policies that until 
the people awaken and change their de- 
mands, the political leaders are en- 
trapped in their own commitments. Our 
political leaders do not lead against the 
current —thev follow public opinion, 
however erratic it may be. 
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Unfortunately, educational and reli- 
gious leaders in the majority also have 
embraced so many of these false prin- 
ciples, under the misimpression that they 
are thereby being “progressive and lib- 
eral,’”’ that there seems to be little hope 
of the retreat from liberty being 
stemmed by the prevailing leadership in 
either the church or the school. 

What then of business leaders and 
managers? What about us, and our 
associates in other lines of industry, 
commerce, trade and finance? In a nut- 
shell, an overwhelming majority of us 
have been following about the same 
course. We have been objecting to the 
details, or the means, but in public, at 
least, we appear both to enjoy and en- 
dorse the results of Government action, 
and particularly of Government spend- 
ing and generosity in extending credit 
or creating debt both at home and 
abroad. Because, we have said and are 
saying that despite all our complaints 
business is good, that we have confidence 
that it will continue to be good, and 
that in our forward planning we are 
laying a bet that this is a sound pros- 
perity. 


Too Many Unjustified Compromises 

We sometimes claim that we have 
fought a good, though losing, fight 
against the destroyers of American prin- 
ciples and the betrayers of American 
faith, but have we? True we have 
fought some good battles, but we have 
been losing the war, and in the struggle 
we have made some very weak and un- 
justified compromises. Expediency has 
too often guided our policies and af- 
fected our decisions. Too often we have 
rationalized surrender, arguing that 
others have quit, and that if we should 
continue to fight we might “lose every- 
thing.” 


Let George Do It? 


Our greatest weakness has been in 
the narrowness of our perspective. In 
common with our fellow business-man- 
agers, we have taken the position that 
our job is to “tend to our own knitting” 
and to let the fellow contemptuously 
referred to as “George, the statesman,” 
save the country. In adopting that at- 
titude, business leaders and managers 
have left the defense posts of American 
freedom unmanned. No, not wholly so, 
but unmanned except by a pitifully 
small group of courageous souls —a 
remnant representative of every seg- 
ment of American life — political, 
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educational, religious, farm, labor and 
business who are still desperately hold- 
ing the fort, despite their knowledge 
that the majority of every leadership 
group in America have deserted the de- 
fense of the definite, sharp and clearcut 
principles of American Individualism. 


Trustees of Sacred Rights 


We are trustees of more than the 
property which we manage. We are 
co-trustees of such basic principles as 
the right of private property and equal- 
ity of opportunity. The right to do 
business without wrongful invasion of 
government is not ours to compromise 
or surrender. We are trustees for cer- 
tain sacred rights of posterity just as 
surely as we are trustees of the physical 
properties in our custody and manage- 
ment. Yet we have made compromises 
- under the threat of government and on 
the promise of these un-American in- 
vaders that if we would give way just 
so far, they would seek to go no farther. 
And, of course, invariably it has hap- 
pened, that as soon as these collectivists 
and Socialists got part of the territory 
which they have wrongfully invaded, 
they have used that part as a base from 
which to push the campaign for the re- 
mainder. Witness the present program 
of the REA’s and the uniform experi- 
ence with the Bureaus, Authorities and 
Administrations. 

What, then, can we do? We can 
cease making peaceful concessions which 
violate our trusts. We can tell the truth 
about this phony prosperity—that it is 
financed by unsound expansion of gov- 
ernment debt and government guarantee 
of unsound private loans, by legal coun- 
terfeiting, and by the confiscation 
through inflation of the savings of thrifty 
people; that we are in the most dan- 
gerous and unsound boom in our his- 
tory, and that the longer it continues, 
the more dangerous it becomes and the 
worse will be the inevitable reaction to 
the excesses now occurring under the 
guidance of government economists and 
the planning of government planners. 


Act Today to Protect Tomorrow 


To those who argue that we have no 
right to place our stockholders’ property 
in jeopardy by incurring the wrath of a 
powerful bureaucracy; that we must 
not stick our necks out or rock the boat, 
we should answer that neither do we 
have any right to betray the higher 
obligation which we owe to do our ut- 
most to preserve and defend basic rights, 
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the loss of which will mean that there 
will be no more freedom of opportunity, 
no more private ownership in this coun- 
try, and hence no liberty for future 
generations. 

We can tell our stockholders, our 
employees, our friends and associates, 
not just about our special troubles, but 
about the common peril to everything 
American. We can give expression to 
our moral indignation that these usurp- 
ers of authority and betrayers of Ameri- 
ca dare to disguise their greed for power 
as devotion to the common welfare, and 
to cloak as social service their bribes 
of voters with public money. 

As private citizens carrying on an 
honest business and providing a_ real 
public service in the American tradition, 
earning our way and paying taxes to 
support necessary as well as many un- 
necessary government services, we not 
only have nothing to apologize for, but 
we have every right to protection and 
cooperation from those whom we help 
to pay to carry on the duties of Gov- 
ernment. We are Americans and those 
who would supplant this American way 
with Socialism, either gradually and 
subtly or openly and brazenly, are un- 
American. 


Private Industry Is Target 


Yet it is the American plan of owner- 
ship by private citizens operating in a 
free and competitive market, where the 
patronage (the dollar vote) of the con- 
sumer determines the reward for effort 
—that is the plan and way of life which 
is under attack. We who pay our way 
are daily made the targets for insults 
and abuse because our companies are 

as though doing 
handout from the 
public treasury was somehow wrong, 
As against the 


“private companies,” 
business without a 


dishonest or immoral. 
tax-paying citizen in business, following 
this American way, these promisers of 
something for nothing glorify socialized, 
tax-exempt and government-financed op- 
erations, demanding preference for such 
on the ground that these socialized proj- 
ects represent “the people doing things 
for themselves,” that reason 
they should be given still further pref- 


and for 


erence as against the tax-paying citizen. 

This is a time for indignation, for 
righteous, old-fashioned courageous in- 
dignation—the same kind of indignation 
shown by those old and young Ameri- 
cans 180 years ago when the British 
were trying to establish a tyranny over 
them. 
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Have we Americans lost the capacity 
for moral indignation? Have we any 
right to betray our children in order to 
buy a little troubled peace and comfort 
for ourselves? There is a time for dig- 
nity and reserve, but this is not one 
of them. In this perilous hour, there 
is a thin line between that “calm, un- 
troubled and confident faith” upon 
which so many seem to rely, and just 
plain stupidity in the face of danger. 


Point of No Return 


We haven't lost this fight for free- 
dom yet, but we are still losing. In 
our retreat we have not yet passed the 
point of no return, but we are very 
near to it. Everything, all the hope of 
ourselves and of posterity for genera- 
tions to come, now depends upon arous- 
ing and awakening the American peo- 
ple to an awareness of this hour of 
destiny. To that task let us summon 
our associates in the ranks of industry, 
agriculture, trade and commerce. 


Mobilize Behind Truth 


Let us mobilize the power of truth, 
and the crusading spirit of all whose 
pride in and love of country have been 
outraged by this insolent defiance of 
American spirit and _ tradition — this 
brazen attempt to corrupt the strength 
and spirit of a free people through brib- 
ery and the destructive emotions of fear, 
hatred and envy. And, most important 
of all, we must summon to our aid the 
faith of our fathers—revive and renew 
our faith in a just and righteous God, 
and in the promise of Jesus Christ that 

“Ye shall know the truth and _ the 
truth shall make you free.” 
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Where in the World Are We Going? 


By William E. Knox 


President, Westinghouse Electric International Company 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, 


URING the past few weeks I 

have asked many of my friends 

and acquaintances: “Where in 
the world are we going?” I have come 
to the conclusion that only God knows, 
and perhaps even He isn’t sure. I re- 
cently heard a story to the effect that 
shortly before the first World War the 
Lord was highly dissatisfied with man- 
kind and had just about decided to call 
it quits on the whole unhappy experi- 
ment. But his Son stayed his hand. 
Twenty-six years later, as World War 
II erupted, the Lord again decided to 
wind up his sponsorship of Operation 
Mankind and again his Son intervened. 
This time, however, the Lord said: “I 
will spare man on only one condition. | 
will give him the secret of the universe 
—and I will leave the rest up to him.”’ 


A New Force Created 


On December 2, 1942, the first atomic 
chain reaction pile went into operation 
under the grandstand of the University 
of Chicago stadium. And on that day 
the old world we knew so well, where 
we had lived with reasonable security be- 
hind the protection of our caves, our 
moats and our fortresses, came to an 
abrupt end. Even the unemotional 
scientists who watched this first experi- 
ment felt that they had been flung into 
the terrifying spaces of the universe it- 
self. Of course, they realized that they 
had brought under control a force capa- 
ble of curing disease, supplying fantastic 
amounts of power for industry, and 
bringing to mankind undreamed-of- 
abundance. On the other hand, they 
were also aware that this force could 
bring disaster and place man in the posi- 
tion of staring extinction and eternity in 
the face every hour of his life. 

No wonder the world has become such 
a frightening place. What can you ex- 
pect of a man, woman or child who is 
exposed to the massive technological, 
sociological and political forces of the 
present day? How can they be ex- 
pected to find order in a set of circum- 
stances quite beyond comprehension and 
which, in truth, also appear to be beyond 
the mental powers of our ablest diplo- 
mats and statesmen? 


Atlantic City, N. J., June 6, 1950 
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You can express the dilemma of the 
day very simply: Will the atomic age 
bring us unimagined abundance, or a 
pushbutton war that will obliterate our 
civilization? People everywhere are 
alarmed by the spectre of an atomic war. 
They seldom get beyond the black head- 
lines that tell of new Russian political 
tactics before turning to the sports pages 
in self-defense. They are incapable of 
juggling today’s complex assortment of 
political, economic and social problems. 

If you eavesdrop on the conversations 
of people, you realize that most of it is 
motivated by a deep feeling of insecurity 
as if, no matter what their words, they 
were always subconsciously asking: 
“Where in the world are we going?” 
Of course, you will hear a lot of light 
talk about subjects which are too heavy 
for people to handle and which they dis- 
miss with careless bravado. 


Deep-Seated Insecurity 


As examples, I think of the clerk who 
discusses the United Nations as a useless 
appendage because it does nothing to end 
the cold war. It ought to be eliminated, 
he says, because it’s just used as a place 
where everybody argues and gets mad at 
each other. A taxi driver in New York 
is morbid to the point of laughing at his 
own wake. Driving up the East Side 
highway, he points to the new U.N. 


building and predicts that an A-bomb 
will drop before the building is com- 
pleted. The question as to when and 
where the next world conflict will start 
is a daily subject wherever people gather. 

About all this there is an atmosphere 
of unreality. Maybe this is due to the 
fact that we are living in a world where 
even the terms we use every day have 
lost much of their meaning. It is difh- 
cult for the average person to describe 
the things we are for and against. What 
we call communism as practiced in Rus- 
sia is not communism as specified in the 
doctrine of Marx and Engels—it is 
merely an all-out drive for world domi- 
nation patterned after accepted imperial 
models. 

Socialism in England, Scandinavia, 
Australia and New Zealand is not So- 
cialism—it is bourgeois in personnel, 
taste and living habits, nationalist in 
international policy, and downright 
royalist wherever monarchy is a tradi- 
tion. And even in the United States 
where lip service is paid on all sides to 
rugged individualism, capitalism is not 
capitalism because the life blood is taxed 
out of current income. 


The Big Lie and Glittering Promise 


Apparently, we are unable to adjust 
ourselves to this Barnum and Bailey 
world because it is not coinciding with 
our wishes. Many of us, I think, feel 
inadequate to compete in this age of the 
big lie and the glittering promise. Our 
own slow, plodding and mundane ac- 
tivities fail to give us the mental lift we 
enjoy in a discussion of Utopia. We 
prefer to discuss situations which do not 
exist rather than face the real challenges 
that do exist and which we must conquer 
as a people and as a world before we can 
reasonably and hopefully expect to sur- 
vive under an acceptable form of gov- 
ernment. 

It seems to me that the answer to 
“where in the world are we going”’ de- 
pends upon the response we make as in- 
dividuals, and therefore as a nation, to 
the challenges the world presents to us 
today. These challenges are not really 
different in essence from the challenges 
men have faced repeatedly throughout 
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history. They are still mainly concerned 
with self-preservation. The only differ- 
ence today is that this may be our last 
chance. 

First of all we must realize that we 
are now living in what can be called the 
“Age of Nationalization,’ sometimes 
known as government monopoly which 
is just as undesirable as business monop- 
oly or labor monopoly. However, | be- 
lieve a more insidious form of nationali- 
zation is taking place today in the minds 
of the people. 

It has become the fashion to discuss 
the security of the individual as the in- 
evitable responsibility of government. 
Those who do not agree with this are 
called the worst kind of reactionaries, 
spending their time trying to turn back 
the clock to the time of feudalism and 
serfdom. 


The State and Security 


There is a developing idea that the 
state should not only supervise, guide, 
influence and assist the community and 
the individual in order to promote 
liberty, equality, justice and economic 
progress, but it should also regulate, sup- 
port and guarantee security to the indi- 
vidual. 

I think the eventual outcome of the 
20th century concept of economic guar- 
antees by government to the individual is 
illustrated by a story about the seagulls 
of St. Augustine, Fla. For years these 
birds had an easy time of it as far as food 
was concerned. They had only to sit on 
the seawall and feast when hungry on 
the waste from the shrimp boats of the 
St. Augustine fishing fleet. They never 
had to fish for themselves in the wide 
reaches of the ocean and they never were 
obliged to teach their young to fish. In 
fact, you might say that they forgot how 
to be seagulls, which was fine so long as 
the fishing fleet was there. 


Tragedy of the Ideal Welfare State 


But one day the fleet weighed anchor 
and left for new fishing grounds at Key 
West, putting an end to the seagulls’ 
paradise and almost putting an end to 
the seagulls. A few smart birds had 
sense enough to follow the fleet and a 
few more had enouch private enterprise 
left to take up fishing for themselves. 
But today the rest are still sitting there 
on the St. Augustine seawall, slowly 
starving because no one brings them free 
shrimp . . . starving to death with an 
oceanful of food in front of them. 

These seagulls were living in an ideal 
welfare state, a term which is, of course, 
difficult to argue with because everyone 
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is for welfare just as everyone is against 
sin. But in practical application this 
concept of life falls apart. Right now 
we have the opportunity of watching a 
welfare state at work in Britain. I do 
not mean to suggest that all of the pres- 
ent difficulties of that country were 
caused by voting socialist but the visits 
I have made to England since 1945 con- 
vince me that socialism is not only fail- 
ing to help recovery, but in fact is ac- 
tively retarding it. 


Loss of the Market 


Let me quote to you from what a 
prominent Englishman has to say about 
the effects of socialism which may not 
be apparent to us in this country. “I un- 
derstand that in the United States there 
are still those who think that the ma- 
chinery of government can be used as 
a substitute for personal responsibility on 
the part of the governed. This idea, as 
we know only too well in Britain, is the 
open road to disaster. It changes per- 
sons with responsibilities into robots with 
rights. Most thinking people among us 
now realize that while it is easy to make 
the rich poor, it is quite another matter 
to make the poor rich. . . . Among the 
resulting from governmental 
planning in the economic field, I put at 
the top of the list the loss of the market. 
We have no such thing that counts for 
much in England today. Exchange by 
willing buyers and willing sellers has, 
for practical purposes, disappeared. Good 
will is a thing of the past. Price, prop- 
erly the result of a compromise between 
the willing buyer and the willing seller, 
is now replaced by an official abstraction. 
The sanctity of contract is also a thing 
of the past. When a man is on his own, 
an individual responsible for himself, he 
must earr a character. In a planned so- 
ciety he has no need of a character. As 
an individual responsible for himself, a 
man must also acquire credit. But when 
he is planned, nothing so troublesome is 
in the least necessary.” 


disasters 


These, I think, are the intimate, per- 
sonal consequences when a man delivers, 
or is forced to deliver, himself to the wel- 


fare state. But there are other, more 
serious consequences which sap_ the 
strength of the nation—for one, the 


descent upon government of hordes of 
If you take a look at the 
statistics on government job-holders in 
this country, it is something of a jolt to 
realize that they far the 
populations of many small nations. 


job-seekers. 


outnumber 


In April, the Census Bureau reported 
that forty out of every thousand per- 
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sons in the United States are on a public 
payroll, a total of almost six and a quar. 
ter million people. This represents a 
yearly payroll of nearly 17 billion dollars 
which is being paid to more than a tenth 
of the employed population of the United 
States. Of course, there is a lighter side 
to bureaucracy if you look for it hard 
enough. A few months ago the ponder. 
ous machinery of government gave birth 
to the startling news that various official 
agencies had hoarded away a 93-year 
supply of light bulbs, a 247-year supply 
of loose-leaf binders, and a 168-year sup- 
ply of filler paper for such binders. Even 
if we draw no other inference from this. 
it is obvious that various agencies of the 
United States Government will run out 
of filler paper a full 79 years before they 
run out of binders. 


Destruction of Currency 


I am not in favor of pinching pennies 
when it comes to either the cost of good 
government or adequate defense, but | 
think that for the dollars we spend we 
are entitled to an efficient government 
and to capable people in the government. 
It does not appear that we have this 
happy situation today, with resulting 
deficit financing and an apparent lack of 
knowledge of what a dollar means. We 
are definitely destroying our currency, 
and thereby seriously threatening the life 
savings of our people and possibly mak- 
ing empty and meaningless the present- 
day promises of future pensions in dol- 
lars. 

It may come as a surprise to some peo- 
ple that business is just as interested as 
government in the welfare of the people 
and for very basic reasons. The welfare 
of the people, the increased purchasing 
power of the people, are the foundations 
of business. Some segments of business 
may flaunt the public for a time but those 
which endure and prosper are built on 
a firm foundation of service to the peo- 
ple. And it’s no simple matter to de- 
termine the wants and desires of a na- 
tion or nations. It is still more difficult 
to operate successfully a business dedi- 
cated to filling those wants and desires. 


New Product Development 


When it comes to a business the size 
of Westinghouse, which serves the peo- 
ple of the world with thousands of dif- 
ferent kinds of products, the problem 1s 
greatly magnified, and the road between 
the development of a new product in our 
laboratories and its appearance in in- 
dustry or the home is incredibly diff- 
cult. At every stage of the game, the 
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tet of personal initiative, personal re- 
sponsibility and decision is applied. 

The scientists in the laboratory make 
the first contribution. Investors and 
bankers supply funds; the engineers de- 
sign and build production equipment; 
production men train workers in the in- 
tricacies of mass production; the sales or- 
ganization finds or creates markets; and 
key management exercises judgment over 
all aspects of the undertaking and 
shoulders the risks, both personal and 
companywise, which are always involved. 
No one man in any business can predict 
in advance the outcome of a million dol- 
lars’ worth of research, and only actual 
sales can determine whether a new prod- 
uct will be accepted by the public in this 
or other countries. 


Competition of Science 


And on top of this, of course, there is 
competition. Most important, perhaps, 
is the competition of science, the most re- 
lentlessly competitive of all professions, 
which is constantly surprising us with 
new ways of solving old problems and 
cheaper ways of making better products. 
There is no room for vested interests o1 
sacred cows in science, and the results 
of a scientist’s investigations are immedi- 
ately subjected to the scrutiny of other 
experts in the same field. 

I hardly need point out that this sort 
of competition, which is especially mark- 
ed between large companies, is directly 
opposed to the theory of the welfare state 
in which everyone is reduced to the size 
and personal effectiveness of a statistic. 
In fact, if we ever pattern our existence 
after the model of Britain, which is the 
direction in which we are headed, or 
Russia, which is the eventual culmina- 
tion of the welfare state, we shall be 
capable of about as much competitive 
drive as a cipher. 


War or Peace? 

Another challenge we face today, and 
one of the greatest menaces in the his- 
tory of the world, is Russian communism. 
With one-third of the world already 
under the domination of Moscow, the 
most important problem facing the world 
today is the question of war or peace 
between the United States and Russia. 

Facing up to the situation realistically, 
I believe we must proceed on the con- 
viction that the only peace the Soviet 
Union wants is the peace of a regimented 
world controlled by-Moscow. We are, 
in fact, already in the midst of a world- 
wide civil war launched by Russia 
against all the institutions which we be- 
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lieve give meaning, purpose and direc- 
tion to the conduct of human affairs. 

It is a strange paradox that finds com- 
munism drawing such great strength out- 
side Russia not because of its acceptance 
by the people, but because it is treated 
like another political party. This is 
grotesquely false, for the true com- 
munist is a dedicated and disciplined per- 
son who has no life apart from the in- 
tensely efficient operation of the cell to 
which he belongs. He is an expert in 
the art of using the forces of democratic 
idealism in order to destroy them. He 
recognizes no political, geographical or 
cultural frontiers—and no God. He is 
a creature of the Kremlin. 

We must also realize that Russian 
communism is currently the most dy- 
namic political force in the world. It 
has undermined religious faith, even 
among non-communists; it has split so- 
cial democracy into rival groups and, 
in many areas, it has free enterprise on 
the run. There is no sense in claiming 
victories for our side when they do not 
exist. In 1941 communism was the en- 
forced ideology of only 191 million peo- 
ple. Today the less than six million 
communists in Russia control over 720 
million subjects. 


Subversive Soviet Activity 

The rise to world power of the Soviet 
Union is For years the 
Politburo has been financing, training, 
and building subversive elements, secret 
police, and fifth columns in every coun- 
try of the world. Wherever the Soviet 
has taken over, from North Korea to 
Poland, it had only to execute plans pre- 
pared long ago and carried out in minut- 
est detail by people especially trained for 
the job. On the other hand, when the 
United States during the war helped to 
destroy existing political and economic 
arrangements, we did not anticipate the 
vacuum which would occur and we had 
no plans for coping with the resulting 
unstable conditions. 

It is perhaps difficult for us to under- 
stand that last night nearly one billion 
people in the world went to sleep hun- 
gry. This problem of food and the 
ability and lack of ability by people to 
produce it, preserve it or purchase it is 
the most explosive force in the world to- 
day—including the A-bomb. The prob- 
lem is at its worst in Asia where one- 
half of the world’s people live in an area 
comprising less than one-tenth the land 
area. 

After two disastrous World Wars, 
law and order, money and commerce, 


no accident. 
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and established government and au- 
thority in almost all of Asia, as well as 
in Europe, were destroyed. But the peo- 
ple of Asia, exposed to the consequences 
of these wars, feel that they do not want 
to go back to the old ways, and they 
have only their empty stomachs and their 
lack of hope to guide them in making 
a choice about the future. 

Add up these facts and you have an 
indication of how explosive this tinder 
box really is. Add to it also the eff- 
ciency of the Politburo in turning such 
basic human misery and desires to its 
own purposes and you have some idea of 
the danger that lurks in the Far East. 


Non-Communist Asia 


Some Asiatic nations question our in- 
tentions and sometimes our sanity when 
they see the hundreds of millions of dol- 
lars we are contributing to the pros- 
perity of Japan—our former enemy. I 
recommend that as a policy, and in our 
own selfish future interests, we should 
consider and handle all of non-Com- 
munist Asia on a regional basis—as we 
do Western Europe. While I am not 
in a position to question the amount of 
taxpayers money spent in Japan, I think 
it should be limited to one-half the total 
that we spend in non-Communist Asia. 
And just to keep this in the hands of 
people who know the situation there bet- 
ter than anyone else, I would also 
recommend that General MacArthur be 
in charge of such an operation. 

In addition, we should begin to in- 
tegrate these areas politically and eco- 
nomically. In my opinion, we should 
not give them money with which to build 
up political machines by adding more 
people to the public rolls nor should we 
use Our taxpayers’ money simply to build 
up socialistic enterprises. What I recom- 
mend is that we supply Asia with simple 
agricultural tools, seeds, fertilizer, and, 
whenever a power plant, cement mill, 
textile mill, or other basic industrial 
equipment is justified, give them a com- 
plete operating plant. 


A “Going” Operation 

In other words, supply them not 
merely with machinery but with a “go- 
ing” operation, managed at least initially 
by an American company. All profits 
from such enterprises would be turned 
over to local charities, hospitals, or uni- 
versities with the provision that the stock 
in these enterprises be sold to local in- 
terests as fast as it can be absorbed by 
the economy of the country. 

Only 50 vears ago we were provincial 
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citizens of the world, sowing a few 
imperialistic wild oats in Cuba. ‘Today, 
after two World Wars, we stand as the 
chief bulwark against world domination 
by Russia and we are just beginning to 
realize that our struggle with com- 
munism is not simply a conflict of ide- 
ology. It is a struggle for survival, and 
in the balance rest the future of Western 
civilization and the Christian concept of 
the worth and dignity of the individual. 
We can only win this gigantic political 
and economic conflict by employing all 
our political and economic skill. 


Not Dollars Alone 


Since the end of World War II we 
have been dueling against Soviet propa- 
ganda and intrigue with U. S. dollars 
and have spent almost 25 billion on for- 
eign aid. At the current rate, we are 
spending more than $13 billion a year 
on military establishments alone and, as 
things stand today, I think we can 
credit the American dollar with having 
skirmish in keeping Western 
Europe and the Dardanelles free from 
communist control—to date. But | 
doubt that anyone with a knowledge of 
world affairs believes we can make over 
the world with dollars alone. 

The Marshall Plan will have cost us 
about $12 billion by the end of 1951. 
Incidentally, the $6 billion we spent un- 
der the Marshall Plan in its first year 
exceeds that spent in one year by all the 
villages, towns, and cities of the United 
States for fire protection, police, schools, 
sanitation, parks and similar services. All 
these billions, however, have not had 
marked success in molding the European 
nations into a sufficiently large market to 
justify modern low-cost production 
methods. Of course, the recent dramatic 
offer by France to pool her coal and steel 
industries with those of Germany may 
indicate that the Marshall Plan has 
finally broken down certain age-old 
hatreds in the west, and economic in- 
tegration of Europe may not be the 
mirage some people call it. 


won a 


Point Four Program 


Another of our efforts to hold Russia 
in check is the Point Four program 
which represents the view that material 
means can and should be used to achieve 
non-material ends. Point Four has been 
called an ideological export item, but 
to some people it is the most oversold of 
all U. S. commodities. Certainly it is 
still in the planning stage. 

Point Four cannot be criticized on a 
humanitarian basis, however, because it 
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does embody the aims and aspirations 
that have always animated mankind. 
But it can and should be subjected to 
thorough scrutiny as regards the manner 
in which it will be carried out. 

Most Americans believe in the ex- 
port of technical assistance and in the 
encouragement of private investment 
abroad.- In this connection, I should 
like to point out that Point Four is 
neither new nor novel because for many 
years various U. §. manufacturers, in- 
cluding my company, have shared design 
and production techniques with foreign 
companies under various kinds of agree- 
ments. What Point Four adds to this 
way of doing business is a global plan or 
what you might call action on a wider 
front. If I do not misread the head- 
lines, government officials heartily agree 
that the Point Four program must be 
financed and carried on in large part by 
private business. 


New Age of Economic Expansion 


However, I do not think the American 
people will put venture capital—part of 
their savings—on the line without some 
changes being made. Certain underde- 
veloped countries are being asked to ad- 
just their economic practices and social 
requirements to make way for this “new 
age of economic expansion’”’ but even that 
will do little to improve the investment 
climate or lessen the risk for Americans. 
Venture capital is dificult to obtain even 
for enterprises in the United States. It 
cannot be forced to go abroad where the 
risks are greater—it must be persuaded. 

If the government expects American 
capital to be of material assistance in 
implementing Point Four, then it must 
work out investment treaties with other 
countries covering tax laws, price con- 
trols, freedom to employ foreign work- 
ers, transfer of profits and protection of 
private property.’ Even under these con- 
ditions, the incentive for an investor to 
take a dollar from a safe place and risk 
it in a less safe place without a greater 
return is entirely missing. 

Under present world conditions, I 
think the only way to attract large 
amounts of venture capital abroad is to 
offer a tax incentive. I recommend that 
profits from new American investments 
in countries having an investment treaty 
with the United States be declared free 
of U. S. government tax for a period 
of 15 years end that taxes on profits from 
existing investments be cut by 50 per 
cent for a period of ten years. This tax 
incentive plan, incidentally, would cost 
the U. S. Treasury very little since its 
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present annual income from American 
foreign investments is less than 40 mil. 
lion dollars. Foregoing part of this 
revenue for a few years is a small price 
compared to the cost of other global as. 
sistance plans which cannot compar 
with the scope of Point Four. 

In addition to the Point Four pro. 
gram, there is another weapon which we 
have yet to use to the fullest in the cold 
I am speaking of the American 
worker, the solidest bulwark against 
communism in the world. He is our bes 
advertisement for the free enterprise sys. 
tem, for he represents not only our 
fabulous productive capacity, but als 
the future of American freedom itself. 


war. 


The American Worker 


As the conflict between East and West 
becomes more deep-seated and _ irrecon- 
cilable, it is the American worker who 
will strengthen and extend the moral 
and economic basis of our way of life, 
But to a large extent his effectiveness as 
a symbol of our high purpose and ideak 
will depend upon management. He ex. 
pects, and rightly so, that the daily con- 
duct of U. S. business and industry will 
reflect his importance in the scheme of 
things. And he also expects to receive 
the rewards of democratic capitalism un- 
der the constructive leadership of man- 
agement and the honest and able super- 
vision of government. 

The task confronting management is 
to solidify the confidence of the employee 
by honestly telling him the real facts 
about his economic system as compared 
with others. We must keep one impor- 
tant fact in mind—the anxiety which 
exists among workers today is a natural 
one arising trom a feeling of isolation in 
a highly competitive culture. — This 
anxiety sometimes becomes too much for 
the individual who begins to entertain 
apprehensions and uncertainties, and 
often interprets things he does not under- 
stand in terms of things he does under- 
stand. 


Desire to Belong 


Man, by nature, is not a solitary be 
ing. He has a desire to belong to some: 
thing, to work with companions and 
gain their approval, and as a result he is 
torn between the striving to excel and the 
desire to conform. 

Management, I repeat, must see to! 
that the American worker understands 
the basic facts of free enterprise—no 
the tricky headlines and catchy slogans 
but the real story of what our system 
means to him. One way of showing hit 
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the benefits of our system might be to 
make it possible for certain American 
workers—from the textile mills, from 
the coal mines, from the automobile as- 
sembly lines—to see how their counter- 
parts work and live in other countries. 
Possibly a system could be worked out 
for sending some of the twenty-year em- 
ployees on specific trips abroad as 
tourists. I think that all the European 
countries should be covered and it would 
also be extremely worthwhile for a few 
workers to visit Japan and India. When 
they returned, I believe they would be 
even greater or more vocal disciples of 
democratic capitalism. 


Root of All Human Activity 

I can safely predict that this will hap- 
pen because the desire to engage in pri- 
vate enterprise is at the root of all hu- 
man activity. My conviction concerning 
this point was strengthened by an in- 
cident which took place three years ago 
when I visited Moscow. Before I left 
New York several of my colleagues had 
requested that I purchase postal stamps 
in Moscow because mail from Russia to 
the U. S. was practically non-existent. 
While in Moscow I asked an Intourist 
representative to direct me to a place 
where I could purchase stamps. He 
agreed to guide me there, and stood by 
while I examined the stamps. I ex- 
plained that I was interested in buying 
cancelled stamps as well as new stamps. 
When this was translated, it was over- 
heard by two small boys who were part 
of the crowd which usually gathers when 
anyone buys anything in the Soviet 
Union. They approached me and held 
out a cellophane packet of cancelled 
stamps. But they were bawled out un- 
mercifully in Russian and chased from 
the store. My guide explained to me 
that while the store had no cancelled 
stamps I was not permitted to buy stamps 
from the boys because that would be 
private enterprise . . . and private enter- 
prise is forbidden in the Soviet Union. 


United Nations 

In many respects, the international 
picture is gloomy. It exhibits more than 
tnough villains and a remarkable scarcity 
of heroes. There is at least hope, how- 
ever. The United Nations, with all its 
shortcomings, in my opinion still offers 
hope that the world may be encouraged 
‘oward further development rather than 
destruction, ; 

When the United Nations organiza- 
tion was established in 1945, we in the 
Western world assumed that peace 
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would be established automatically with 
the end of the war. Now, five years 
after the unofficial close of the war, 
peace still eludes us and the United Na- 
tions continues to wrestle with political 
questions for which it was neither de- 
signed nor with which it was expected to 
deal. 

Certain people in our country have 
expressed opposition to what seems to be 
a gradual surrendering of our sover- 
eignty. They are too late. What we 
need is to regain the sovereignty we have 
already lost. Sovereignty in its basic 
meaning is the ability to decide if and 
when to go to war. We have already 
been forced by nations and circumstances 
over which we had little or no control 
into two world conflicts. 

One of the great weaknesses of the 
UN is that the veto cannot be eliminated 
if the vote of each country is to carry 
equal weight in important matters, re- 
gardless of such factors as population, 
income, production and general contribu- 
tion to the welfare of the rest of the 
world. 

Quid Pro Quo 


I can only suggest that here is a great 
opportunity for someone to come up with 
a formula establishing the vote of any 
nation as a variable factor changing each 
year, depending upon these all-important 
considerations. There is no evidence 
that this will happen in the near future, 
and it is therefore all the more vital that 
we establish a firm base for working with 
our neighbors throughout the world. 

We must: first, clarify our thinking 
and formulate a foreign policy in which 
the first principle is the return of some 
“quid” for the “quo” we are now giving 
away; second, straighten out our own 
internal economic affairs on a statesman- 
like basis and stop pressure groups from 
placing unfair burdens on the rest of the 
people in the interest of all-important 
vote; and third, create the moral “will 
to do”’—the will to stop communism 
everywhere in the world outside Russia 
and thereby strengthen the forces of 
democratic capitalism. 

Force, it is apparent, will rule the 
world, but with the power to destroy the 
world now in the hands of mankind, it 
is equally apparent that we must depend 
less and less on the force of arms and 
more and more on moral and spiritual 
force. We must be on God’s side in the 
struggle for the hearts and minds of men 
against the godless, ruthless group that 
controls Russia in the name of com- 
munism. To win the peace we must de- 
serve to win it. 
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Most important, we must realize that 
we are not only responsible for where we 
are going as a nation but due to our pre- 
eminence in world affairs we are living 
in a glass house where every political, 
economic and social move we make is 
followed very, very carefully. We must 
set an example by demonstrating to the 
world that freedom is something to work 
for and fight for. 

If we ignore our duty to the nation we 
ignore our duty to the world. We have 
the right system if we use it. We must 
remember that in this free society we 
have not only the right to vote, we have 
also the responsibility to vote. We must 
toughen the fibre of our national char- 
acter by making our way of life dynamic 
and effective for all the world to see. 
When we do this, we shall be in a posi- 
tion not only to tell “where in the world 
we are going,” but we will have good 
reason to expect that the world will 
follow. 


“Internal Auditing in 
Industry” 
RECENT accession to the Institute 
library through the generosity of 
H. R. Symes of The Detroit Edison 
Company, chairman of a committee on 
Internal Auditing in the EEI Account- 
ing Division, is a volume entitled “Inter- 
nal Auditing in Industry,” published this: 
year by the Institute of Internal Audi- 
tors, 120 Wall Street, New York City, 
from whom copies may be ordered. 

The book has been developed through 
the Research Committee of the Institute 
of Internal Auditors and is edited by 
Victor Z. Brink, assistant controller, 
Ford Motor Company, and Bradford 
Cadmus, managing director, The Insti- 
tute of Internal Auditors. 

The volume has an introductory chap- 
ter devoted to the general elements of 
management control and the place of 
internal auditing therein. Nineteen sub- 
sequent chapters are each devoted to a 
special type of industry and the applica- 
tion of internal auditing to its problems. 
The chapter on public utilities will, of 
course, be of greatest interest to readers 
of the Buttetin. This covers electric, 
gas, and telephone industries and the 
special problems of each which come 
within the scope of the internal auditor’s 
work. The chapter outlines very com- 
pletely the internal auditor’s detailed re- 
sponsibilities in the management of an 
electric utility enterprise. 
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The Customer, the Investor and You 


By Chas. E. Oakes 


President, Pennsylvania Power and Light Company 


An address before the Eighteenth Annual Convention of the 
Edison Electric Institute, Atlantic City, N. J., Jume 6, 1950 


O APPROACH this subject ob- 

jectively, a post-war review of the 

rapid-fire changes which have af- 
fected the financial characteristics and 
relationships of operating companies con- 
stituting our industry will serve to set 
the stage. 

In recent years radical changes have 
been brought about in the financial and 
organizational framework of many of 
the companies in our industry. Under 
the policies established by Congress by 
the Holding Company Act and subse- 
quently carried out, we have today prac- 
tically reached the point where the in- 
dustry is made up of local area com- 
panies or regional integrated systems. 
The Securities and Exchange Commis- 
sion has nearly completed its “trust bust- 
ing’ job on the electric holding com- 
panies. We are now home managed and 
operated businesses. There are no inter- 
locking directorates between area com- 
panies. There is no “trust” in the elec- 
tric utility industry. Through these 
sweeping changes, large amounts of the 
common equity securities have come to 
the market. Through distributions of 
common stock by holding companies in- 
volved in divestment proceedings under 
the Holding Company Act, the equity 
securities in the hands of the public have 
reached the impressive total of $600 mil- 
lion. Thousands of new stockholders 
have thereby been added to our rosters. 


Huge Financing Program 

The post-war construction plans have 
made necessary a huge financing program 
never before equalled in our industry and 
unmatched by few other industries. 

In the past four years, gross construc- 
tion expenditures for electric purposes 
by the business-managed electric com- 
panies have totaled $5.9 billion. To meet 
these expenditures $2.5 billion was avail- 
able from depreciation charges, retained 
earnings and other internal sources. Sales 
of securities during this period amounted 
to $3.4 billion with debt obligations of 
$2.3 billion, preferred stock of $500 mil- 
lion and common stock of $570 million. 
Again, through these tinancing opera- 
tions, thousands of stockholders 
been added to our rosters. 


have 
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Of particular interest is the trend 
which developed in the last half of 1949 
toward a greater use of equity securities 
in financing planned construction of the 
Of the total of $543 
million in funds obtained, $293 million 
came from the issuance of preferred and 
common stocks which, including the 
earnings retained and invested during 
this same period, results in more than 60 
per cent of the total financing done by 
equities. 


electric companies. 


Adequate Future Earnings 

Broadly speaking, it seems to me that 
the ability to finance its requirements in 
this manner evidences investor convic- 
that potential business growth 
coupled with the needed rate increases 
which many companies have obtained and 
the resulting economies from the highly 
efficient generating equipment added in 
the past few years and scheduled for the 
immediate future, will produce adequate 
earnings to support the new securities. 
It may well be that this recent improve- 
ment in the marketability of utility com- 
mon stocks is expressing itself in the con- 
fidence by investors in their soundness 
and desirability. 

The inherent stability which charac- 
terizes our industry, it would appear, is 
attracting more investors to utility stocks. 
We may reasonably expect this favorable 


tion 


development to continue. Easing of the 
competition from industrial concerns for 
the investors dollar should further im. 
prove the electric industry’s ability to 
market any new securities, as almost the 
entire amount of the money needed for 
the 1950 construction program of indus- 
trial concerns will come from internal 
Barring unseen unfavorable 
factors we as an industry have, compara- 
tively against other industries, an en- 
couraging financial picture. 

The seemingly insatiable demand by 
the public for more and more power calls 
for the further expansion of our produc- 
tion and marketing facilities. Plans for 
1950 will require the expenditures of 
about $2.1 billion—almost as much as 
1949’s unprecedented high. The esti- 
mated expenditures needed for the four 
years ending in 1953 is about $6.7 bil- 
lion. About $2.7 billion will come from 
internal sources, leaving $4.0 billion to 
come from the sale of securities. Based 


sources, 


on the experience since 1945, about $1.6 


billion of common and preferred will 
have to be placed with investors—nearly 
one and one-half times the amount placed 
by the industry in the past four years. So 
again there are prospects for still further 
growth in our stockholder roster—and 
in larger amount than we have experi: 
enced in the last four years. 


A Task of Magnitude 


It seems hardly necessary to point out 
the magnitude of this task. The diff- 
culties of this job are increased through 
the policies of our Federal government. 
The constrictive effect of the present 
Federal tax system on equity investments 
cannot be questioned. The progressive 
personal income tax schedule sharply re- 
duces the income of large income indi: 
viduals. 
tax substantially reduces the disposable 
income of large corporations—at ontt 
lessening the amounts paid out in div: 
dends and the amounts which might b 
retained and invested, thus helping de 
fray the cost of new plant. The double 
taxation of dividends is a further deter 
rent toward capital growth. 

Not the least of these barriers to find 
ing risk capital are the provisions of the 
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tax law with respect to capital gains 
and losses. The large individual in- 
yestor, once the principal source of sup- 
ply for equity capital, has been most af- 
fected and has sought other investment 
media than equities. The play of these 
forces is making it necessary for manage- 
ments to look to the small individual in- 
yestor more and more. There is a grow- 
ing realization of this among the invest- 
ment bankers and security dealers. Over 
the recent past they have been doing a 
splendid education work of informing 
the public of the place which investment 
in the equity securities of sound com- 
panies should occupy in the financial 
plans of the individual. But a great deal 
more should be done. 


Problem of Selling Securities 

We are zapidly approaching the time 
when the divestment program under the 
Holding Company Act will have been 
completed. Many operating companies 
are having the experience of becoming 
acquainted with the problems of success- 
fully selling their securities. As an in- 
dustry we have many natural advan- 
tages which should be of great value in 
interesting the investing public. We 
are local industries, all of our property, 
our customers and employees are located 
where we serve. Our customers know 
us as employees and neighbors and they 
see Our property every day. 

Large numbers of our customers al- 
ready Own our preferred and common 
stocks. Many more will do so if given 
the opportunity. What better way is 
there than for us to look to the people 
where our business is conducted for a 
great portion of the equity money needed 
to provide their growing demands for 
our service. They are the people who 
can most readily understand our parti- 
cular problems. As friends, neighbors 
and owners of the business, they will be 
most sympathetic to our problems. What 
better check to the forces of socialism 
than by widespread ownership of our 
industry. 


Home Ownership of Stocks 


The idea of building up home owner- 
ship is taking hold. Examination of the 
1949 annual reports to stockholders 
shows that many companies are interested 
and have been highly successful in this 
regard. Notable results are indicated by 
the specific references made on the ex- 
tent of home ownership and I should like 
to cite a few. The Hartford Electric 
Light Company has 83 per cent of its 
common stockholders residing in its home 
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state; San Diego Gas & Electric has 77 
per cent of its common and 83 per cent 
of its preferred stockholders living in 
California, with the majority of each 
group within its service area; Central 
Hudson Gas & Electric Company has 
49 per cent of common stock owners and 
79 per cent of its preferred holders in 
New York State; The Detroit Edison re- 
ports more than 50 per cent of its own- 
ers within the home state; Boston Edi- 
son’s survey locates 57 per cent of its 
stockholders in Massachusetts ; Consoli- 
dated Edison states 45 per cent home 
state ownership; and Pacific Gas and 
Electric reports 60 per cent. In the case 
of Pennsylvania Power & Light Com- 
pany, we have 88 per cent of our pre- 
ferred stockholders residents of the state 
and 69 per cent within the service area. 
Our common stockholders who live in 
Pennsylvania amount to 50 per cent of 
the total. There are many other com- 
panies, I am sure, whose records of home 
ownership are equally as impressive. 


Cordial 
The electric utility industry on the 
whole has shown a cordiality and mu- 
tuality of relationship between manage- 
ment and employees which is outstand- 
ing. Time does not permit, nor is it ne- 
cessary here to discuss the more familiar 
responsibilities which management has to 
its employees in achieving financial suc- 
cess of the enterprise—an essential in the 
ability to pay reasonable wages, to pro- 
vide good working conditions, steady em- 
ployment and the opportunity for the 
individual fully to develop his abilities 
and to exercise his initiative. 


Relationships 


Today most companies have group in- 
surance, pension plans and similar em- 
ployee beneficial programs by means of 
which many thousands of employees are 
participating indirectly as owners of the 
securities of American business through 
the investment of such funds. 

Other companies have gone further 
and opened the way for the employee 
directly to put some of his savings to 
work for him by purchase of stock in the 
company for which he works. A number 
of companies have found that their em- 
ployees desired the opportunity to pur- 
chase their company’s stock. There are 
many problems to consider before adopt- 
ing such a program, not the least of 
which is the timing of such offers. Each 
situation is different. But successful 
means have been worked out by various 
companies thus affording the employee 
the opportunity to provide for his own 
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future security by becoming an owner of 
industry. 

The record shows that hundreds of 
employees have taken advantage of suck 
opportunities. Philadelphia Electric 
Company now has 30 per cent of its em- 
ployees who own their company’s stock. 
Pacific Gas and Electric Company re- 
ports 40 per cent of its eligible employees 
in July, 1949 took advantage of the op- 
portunity to purchase shares of their pre- 
ferred stock. 


Employee Stockholders 


The employee who becomes a part 
owner of the business is more likely to 
interest himself in its progress and its 
problems, and in his daily contacts with 
his friends and neighbors this wider 
knowledge of the Company’s business 
helps improve public understanding. Em- 
ployee stockholders, generally, become 
more directly concerned with the effi- 
cient operation of the business, they par- 
ticipate directly in the profitableness of 
the enterprise and their personal interests 
become more closely attached to the pres- 
ervation of the principles on which our 
American philosophy is founded. 

Investment in the securities of his com- 
pany results from voluntary saving by 
the individual. Saving is the foundation 
of new capital formation which put to 
work productively leads to the creation 
of wealth, to economic progress through 
the expanded production of tomorrow’s 
goods and services. The dominating ele- 
ment in the growth of any nation’s 
wealth is the productive investment of 
its savings. Our American system of 
free enterprise is nourished by and de- 
pends upon venture capital. Stimulating 
the desire of people to save and to invest 
some of their savings in productive enter- 
prise aside from the personal advantage 
to the individual thus is a most important 
contribution in the preservation of our 
American economic philosophy. 

A number of companies in our indus- 
try have actively interested themselves 
in the creation of a greater ‘“home-town” 
ownership among their customers, em- 
ployees and local institutions. Over the 
years they have recorded a widening 
ownership of their securities within their 
service areas. The extent to which new 
equity money must be raised over the 
next several years, the recent success in 
placing such securities with investors and 
the apparent necessity to go to the small 
individual investor is at once a challenge 
and an opportunity. Perhaps it might 

(Continued on page 257) 
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The Ratification of the Principles 


In view of the historical importance of the ratification of the Principles for Sound Water Resources 


Development, on June 5th at the 18th Annual Convention of the Edison Electric Institute, the act 


of ratification, as reported in the official transcript of the Convention proceedings, is here published. 


F’TER discussing, in the Presiden- 
tial address, the origin and na- 
ture of the Principles, President 

Lindseth said to the assembled delegates: 

“The Principles . . . are a vital con- 
tribution to America’s economic and po- 
litical philosophy. The implementation 
of these Principles by Congressional ac- 
tion will benefit the people of this nation 
for generations to come. 

“On behalf of the Board of Directors 
of the Edison Electric Institute I there- 
fore propose that this Convention ratify 
the statement of Principles as submitted 
by the Edison Electric Institute to the 
President’s Water 
Commission. 

“This will be the second time this 
organization has taken policy action of 


Resources Policy 


this character on the floor of the conven- 
tion. That was in 1940 when unani- 
mously we pledged our all-out efforts for 
war. Today’s action I regard as equally 
important. Therefore, a motion is in or- 
der that these principles as submitted to 
the President’s Commission, as endorsed 
and adopted by the Board of Directors 
of the Institute, . . . be ratified. 

“Ts there such a 
floor?” 

(Motion) MR. GROVER NEFF, 
PAST PRESIDENT: “TI so move.” 

PRESIDENT LINDSETH: “Mr. 
Neff has moved that the principles be 
ratified by this convention. Is there a 
second ?”’ 

(Motion seconded by Mr. B. F. 
PICKARD), President, Interstate Power 
Company. ) 

PRESIDENT LINDSETH: “It is 
seconded. Will those in favor please rise 
—those in favor of ratification 
please rise (standing vote). 

“You may be seated. 

“Any who are opposed may rise (no 
response). 


motion from _ the 


will 





“It is not enough that here in 
America we have plenty of electricity, 
and automobiles, and all the other 
material things of life. 

“To have and to hold these things 
and all else that is precious in life, 
we must cling to freedom and to the 
sound American political philosophy 
which alone can insure our freedom. 

“An important step in preserving 
that freedom is that the electric utility 
industry remain free. Acceptance of 
the principles we have just adopted 
by the people and the Congress will 
go a long way toward insuring that 
freedom.” 











“Mr. Managing Director, you can re- 
cord a unanimous vote of ratification of 
these Principles, and I declare 
properly ratified (applause). 

“By adopting these Principles as basic 
policy, the Federal Government 


them 


will 
clear the way for maximum cooperation 
between freedom of 
enterprise, strengthen our national econ- 
omy, and advance the progress, pros- 


perity and security of the 


government and 


American 
people. 

‘To obtain such action by the United 
States Congress calls for action by our- 
selves—personal, action at the 
grass roots, in every city and village, in 


civic 


every state and county, from coast to 
coast. 

“We others, 
millions of others—our employees, cus- 


must obtain action by 
friends and 
neighbors—the citizens and voters of our 
country, in support of these principles. 


tomers, investors—our 


“Tn this little booklet, ‘Principles for 
Sound Water Resources Development,’ 
you now have the word. 

“As President of the Edison Electric 
Institute, I urge you here assembled, 
representing the great majority of the 
electric light and power companies of 


America, to spread the word throughout 
our country—to do your utmost to have 
these principles written in the law of the 
land. 

“Tt is not enough that here in America 
we have plenty of electricity, and auto- 
mobiles, and all the other material things 
of life. 

“To have and to hold these things 
and all else that is precious in life, we 
must cling to freedom and to the sound 
American political philosophy which 
alone can insure our freedom. 

“An important step in preserving that 
freedom is that the electric utility indus- 
try remain free. Acceptance of the prin- 
ciples we have just adopted by the people 
and the Congress will go a long way 
toward insuring that freedom. 

“Our responsibility is great. Already 
a start has been made. . . . But the story 
must be told to hundreds of thousands— 
nay, millions more. Each one of us must 
do his share to get this done, whatever 
that share is. 

“T would like to get an expression 
from you, all of you, whether you will 
help. Here is what we are to do: 

“No. 1—We will 
selves. 

“No. 2—We will get the story to 
somebody else—at least one person. It 
may be only our wives—let’s make her 
listen for once—or it can be 10 thov- 
sand or 50 thousand, or a hundred thou- 
sand others. ... 


read them our- 


“All right, then, who will do these 
two simple things? (1) Read them—(2) 
Get the story to somebody else. 

“T would like to have a voice vote on 
this, and when I ask the question | 
would like to hear a good loud answer 
‘T will!’ All right, will you do this?” 
(Loud chorus of “I WILL!’) 
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Principles for Sound Water 
Resources Development 


Proposed and advocated by the Edison Electric Institute, a 
trade association of electric light and power companies in 
the United States, in accordance with what are believed to 
be the legitimate interests of the public utility industry and 
the best interests of the public as a whole. 


Basic Position of Edison Electric Institute 


The Edison Electric Institute and its member companies 
stand for the sound economic conservation, development 
and utilization of the water resources of the Nation in the 
public interest. They recognize that stream control aimed 
at flood prevention, water supply, reclamation and naviga- 
tion may involve functions of the Federal Government and 
that often in connection therewith electric power develop- 
ment is economically feasible and should be made. 

In accordance with its basic position as above stated and 
at the same time in accordance with what are believed to be 
the legitimate interests of the public utility industry and the 
best interests of the public as a whole, the Institute submits 
the following statement of principles and policies: 


1—Government Should Encourage Development by 
Private Capital 


The American free enterprise system has consistently and 
continuously demonstrated its ability to develop hydro and 
steam power to furnish an enviable per capita use of power. 
On the basis of its continuing record of achievement in 
supplying adequate power in peace and through two world 
wars. that enterprise system should be adhered to and 
fostered in connection with the development of water re- 
sources. It should be the policy of the Federal Government 
to cooperate with private capital and to encourage its par- 
ticipation to the greatest possible extent in the power fea- 
tures of water resources projects. 


2—Existing Programs of Local Suppliers Should Be 
Included in Federal Reports Dealing with 
Power Demand and Supply 


All studies and reports made for the information and 
guidance of the Congress or of any Federal agency, with 
respect to power installations at Governmental dams, power 
loads and marketing, area power supply and related mat- 
ters, should include coordinated data obtained from local 
power suppliers as to their existing programs for providing 
generating and transmission capacities to meet existing and 
future demands in the areas involved. 


3—Much of the River Basin Development Can Be 
Accomplished By Non-Federal Capital 


The contention that river basin development must be 
solely by the Federal Government, as contrasted with co- 
operative development by Federal and non-Federal capital, 
should be re-examined. 

The adequacy and readiness of private capital to under- 
take sound large-scale developments is shown by the expan- 
sion programs of the electric power industry and many 


industrial concerns—programs which have kept pace with 
the growth of the national economy. 

There has been ample demonstration that the construc- 
tion and operation of non-Federal projects in a given stream 
or river basin can be coordinated adequately with Federal 
development in other parts thereof. To the extent that non- 
Federal capital is employed in the development of natural 
resources, the burden on the taxpayers is reduced; in fact, 
the employment of private capital enlarges Federal, State 
and local tax revenues. A policy of genuine cooperation 
between Federal agencies and non-Federal parties will 
speed the accomplishment of such developments. 


4—Local Agencies, Not the Federal Government, 
Should Be Responsible for the Adequacy of 
Power Supply for Non-Federal Needs 


‘The responsibility for meeting the demands for power 
throughout the nation should continue to rest on the 
shoulders of private capital and of local governmental 
agencies. Production of power by the Federal Government 
should be limited to supplying the requirements for its own 
uses where the power is not reasonably obtainable from 
other sources and to cases where there is Federal (versus 
licensed—see Item 11) development of potential water 
power which has been created as the inevitable consequence 
of the carrying out of some proper Federal function. The 
Federal Government should not engage in activities for the 
purpose of meeting the needs for power, whether hydro or 
steam, in any area or of any sector of the public. 


5 





All Projects Should Be Economically Justified 


All Federal water resource projects should be economi- 
cally justifiable, on the basis of standards uniformly appli- 
cable among the several Federal agencies. Construction 
estimates should be realistic and complete. Benefits should 
have substance and should take into account offsetting detri- 
ments. Annual costs, and estimates thereof, also should be 
realistic and complete and should include interest, amortiza- 
tion, replacements, lost taxes, overheads, damages and any 
other costs incurred, directly or indirectly. 


6—Benefits Should Be Required to Exceed Costs by 
Substantial Margin 


Federal water resource projects should be authorized and 
appropriations therefor made only when currently valid 
estimates show a substantial margin of direct economic 
benefits over costs. 


7—Power Developments Should Be Truly Self- 
Liquidating 


Investments in power developments should be truly self- 
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liquidating over a reasonable period of years, as to both 
capital and interest. 


8—There Should Be No Subsidies for Power 
Development 


In the case of Federal development of hydroelectric power 
where there is involved sale to utilities or public bodies for 
resale or to industries, there should be no subsidization, in 
the sense of supplying power at less than it is worth; any 
subsidization of other functions of multiple-purpose devel- 
opments, such as irrigation, navigation, and flood control, 
should at all times be fully disclosed and met, where feasible, 
by annual appropriations out of the Federal Treasury. 


9—Power Should Be Sold at Market Value 


Power from Federal projects should be sold at market 
value or worth, with all proceeds paid into the Federal 
Treasury. So far as feasible, rates should be so established 
as to yield at least the anticipated or appraised annual 
monetary benefits (from power) represented to Congress 
as the basis for project authorization or appropriation. 


10—Federal Power Projects Should Pay Taxes or 
Tax Equivalents 


Federal developments producing power for sale should 
have included as part of their cost such sums as would be 
payable as taxes by private enterprise carrying on the same 
business. The portion of such sums which would be equiva- 
lent to Federal taxes should be paid annualty into the 
Federal Treasury. The business and property involved in 
such developments should be subject to local taxation. This 
is appropriate, not merely from the standpoint of avoiding 
unfair competition with tax-paying private enterprise but 
also, in order to yield the needed tax income and fairly to 
equalize tax burdens, national and local. 


11—Licensing Under Federal Water Power Act 
Should Be Encouraged 


The development of power at Federal dams should, 
whenever feasible, be by non-Federal licensees under the 
Federal Water Power Act, with adequate annual charge 
tor the use of the Federal property involved. This principle 
should be extended, wherever feasible, to include non- 
Federal construction of dams and reservoirs, with licensing 
under that Act where required and with appropriate com- 
pensation by the Federal government for the non-power 
features of the developments. 


12—Existence of Congressional Authorization of a 
Project Should Not Preclude Non-Federal 
Construction 


Where Congress has approved a general plan for the 
comprehensive development of the water resources of a 
stream or basin, or where it has authorized the construction 
of a given project, or even where contractual commitments 
under appropriations therefor have been made, investor- 


owned companies, municipalities, districts and other local 
agencies should not be foreclosed from the development of 
such plan or project, or any part thereof, or from construct- 
ing, owning or operating such projects or facilities as, in the 
opinion of statutory authority, would be in the public 
interest. 

Where there is such non-Federal development, any ex- 
penditures theretofore made thereon for power development 
should be reimbursed to the Federal Government. 


13—Disposition of Power Should Be by Non-Federal 
Marketing 


The marketing of power trom Federal developments 
should, as a matter of basic policy, be left to non-Federal 
distributors, without duplication of any adequate existing 
jacilities and under State or other local regulatory body 
which derives its authority from, and is responsive to, the 
people living in the area served. 

Contracts for disposing of power from Federal dams 
should not impose conditions which preempt the authority 
of duly constituted regulatory bodies. 

Contracts for the sale of power should be made for a 
reasonable period of time and should include only provisions 
actually involving the purchasing, sale or delivery of power. 
No punitive or unreasonable conditions should be included. 

Each contract should provide the right to recapture, at 
reasonable times and upon reasonable notice, portions of 
such power required for other Federal uses of the project. 


14—Federal Power Should Be Sold Without Dis- 


crimination 


Power from Federal projects should be sold without dis- 
crimination or preference as to availability, price or con- 
tractual provisions. 

It is unfair and unsound public policy to discriminate 
against citizens served by tax-paying, investor-owned utilities 
through subsidizing their neighbors or business competitors 
with tax-exempt public power, through the use of tax money 
supplied in part by the very same citizens thus penalized. 

Such discrimination is inconsistent with the most wide- 
spread use and benefits of Federal power. 





15—Some Water Uses Should Have Precedence 


Over Use for Power 


Because of the higher need and value in the national 
economy for the use of water for municipal supply, irriga- 
tion and industrial purposes, control and conservation of 
water for these purposes should have precedence over water 
control and use for power purposes. 

To insure an ample ground water supply for municipal, 
irrigation and industrial uses, measures to retain water as 
it falls on the land and gathers in small channels and head- 
water reservoirs should be fostered, even if at the expense 
of water for power generation. 

Any program for the development, utilization and con- 
servation of water resources should consider, as an integral 
part thereof, the problem of land erosion, soil conservation 
and reforestation. 


This statement of Principles and Policies Advocated by 
the Edison Electric Institute in regard to Development of 
Water Resources in the United States, Particularly as Con- 
cerns Power, was issued in response to an inquiry from the 
President’s Water Resources Policy Commission. 
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(Continued from page 253) 
be helpful to review some of the meth- 
ods which have been used in the broaden- 
ing of local ownership. 

Writing in a recent issue of Public 
Utilities Fortnightly, Mr. John P. Cal- 
lahan gave an account of what the Mon- 
tana Power Company has done to bring 
about local ownership of its equity 
shares. Until recently the common stock 
of Montana Power Company was almost 
entirely held by American Power & 
Light Company, who distributed their 
holdings to their stockholders this past 
February in compliance with a Securi- 
ties and Exchange Commission Order. 
The Montana Power Company manage- 
ment is to be complimented on being 
alert to the possibilities of attracting 
their customers’ interest in becoming 
stockholders of their company. 

The company enlisted the services of 
an investment banking house to promote 
the activity. Groundwork was laid with 
the banks throughout the area. Informa- 
tive brochure, letters, personal calls and 
newspaper advertising supplemented by 
the use of local radio stations were used 
to inform potential local investors. Em- 
ployees, too, were given the opportunity 
to become owners. That the results 
have been gratifying to the company is 
indicated by statements in the company’s 
recent Annual Report to the effect that 
with a total of over 32,000 holders of 
its preferred and common stocks “‘more 
stockholders live in Montana than in 
any other state, which indicates the re- 
gard that Montana people have for the 
company.” 

A case history is one way to bring for- 
ward ideas. I know my own Company 
best and we have had a program of en- 
couraging “home” ownership. Perhaps 
our case history might be of interest. 


Local Investors Better Informed 

Company policy has been directed to- 
wards this end for the past four years 
and it is producing the desired results. 
We believe these local investors observ- 
ing our day-to-day operation will be bet- 
ter informed about us, more sympathetic 
to our problems and helpful in their 
solution. ‘They constitute a responsive 
and important source for our new money 
requirements. Such home ownership is 
not fraught with the same degree of 
financial uncertainties of the earlier years 
of our industry’s* history. Our industry 
has grown and we are on a much sounder 
financial basis. Satisfied local investors 
influence others in becoming owners. 
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Early in 1947 subsequent to the final 
disposition of our common stock by sys- 
tem holding companies, we had 58,040 
common and preferred stockholders who 
held a total of 2,940,752 shares. Over 
the period from 1947 to the end of 1949 
we raised approximately $69 million in- 
cluding some $29 million from the sale 
of equity securities, the latter amount 
about evenly divided between preferred 
and common stocks. 

At the end of 1949 the number of 
stockholders had increased to 69,770 and 
the stock outstanding amounted to 3,- 
908,944 shares. While the increase in 
the number of stockholders, over 20 per 
cent in a little over a year and a half, 
shows a desirable growth, some even 
more remarkable changes have taken 
place—changes which reflect to a marked 
degree the development of our home 
ownership policy. 

To appreciate fully the unusual shift 
which has occurred in the ownership of 
our equity securities, it is necessary to 
outline briefly the offerings of common 
and preferred stocks during this period. 


The Rights of Common Stockholders 


Common stockholders of our Com- 
pany have preemptive rights with respect 
to any additional shares of common 
stock offered for money. Two such 
common stock offerings were made with- 
in the period from 1947 to 1949. 

In 1948 the offering was on a one for 
eight share basis. Stockholders sub- 
scribed to 911% per cent of the 1948 issue 
with the underwriters taking the re- 
maining 81% per cent. 

In 1949 the offering was made on a 
one for seven share basis. Stockholders 
subscribed to 92% per cent of the stock 
so offered. In connection with this 
offer, however, employees were given the 
opportunity to subscribe under certain 
conditions to shares not taken up by the 
common stockholders through the sub- 
scription rights they had been issued. Of 
roughly 7000 employees, over 2000 em- 
ployees subscribed—nearly 30 per cent. 
Their subscriptions were almost double 
the shares available and it was necessary 
to scale down their request to 55 per 
cent. Common stockholders were given 
the conditional privilege of subscribing 
for additional shares if any remained 
and asked for some 206,200 shares more 
than was available. This 1949 issue was 
oversubscribed by about 56 per cent. 

Preferred stock was sold to a group 
of investment bankers in both 1948 and 
1949 shortly after the common stock is- 
sues. We were well aware that a large 
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demand for these securities existed in our 
service area and nearby. Accordingly 
we arranged for an underwriting group 
to be largely drawn from investment 
houses in our service area and for first 
preference to be given subscriptions from 
people in our service area, with second 
preference to other residents of Pennsyl- 
vania. Both issues were oversubscribed 
and resulted in well over 90 per cent of 
both issues going to Pennsylvanians. 


Distribute Preferred Stock Widely 


We consider preferred stockholders in 
the same category as our common stock- 
holders. They are all equity owners 
even though their investing motivations 
may be slightly different. As direct own- 
ers of our business, we feel that pre- 
ferred stockholders are as valuable and 
important allies as common stockholders. 
In the sale of our preferred stock we 
therefore have adopted the policy of satis- 
fying the requests of the individual con- 
servative investor in our service area be- 
fore offering stock to investors outside 
the area. We are of the opinion that 
there is more to be gained through wide 
distribution to investors in our service 
area than any advantage there might be 
in slightly lessened costs through com- 
petitively placing our preferred stock in 
large blocks with a few institutional in- 
vestors, 

The changes in common stock owner- 
ship which occurred in the twenty 
months’ period up to December, 1949 
show some very interesting trends. Our 
preferred stockholders and their hold- 
ings have for many years been within 
Pennsylvania—better than 80 per cent. 
Our common stockholders living in the 
State almost doubled during this short 
interval and the number of shares held 
more than doubled. This reflects a true 
gain of home owners since there was a 
decrease both in the number of stock- 
holders and shares held outside the State. 


A Rapid Growth 

But even more surprising has been the 
growth in common stock ownership 
within the Company’s service area. In 
this same 20 months’ period the number 
of common stockholders in the service 
area tripled and the number of shares 
held increased 285 per cent! This in- 
crease is a creditable accomplishment in 
view of the fact that our common stock- 
holders have preemptive rights and that 
more than 90 per cent subscription of 
common stock offerings were made by 
stockholders during this period. The op- 
eration of the preemptive right tends to 
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keep the status quo of existing geographic 
ownership relations. ‘To us, increase in 
local ownership demonstrates the de- 
velopment of unusual customer-employee 
interest. 

Such an unusual change in so short an 
interval—a little over a year and a half 
—was brought about by a planned long- 
range program of informing our present 
stockholders and prospective investors in 
the area. A description of these plans 
may be of interest. 


Presented Postwar Problems 


Early in 1948 we made a presentation 
of our postwar operating, construction 
and financing problems at a meeting be- 
fore the members and staff representa- 
tives of the Pennsylvania Public Utility 
Commission. This presentation, well il- 
lustrated with charts, was designed to 
acquaint them with the major tasks 
which confronted us and to show (a) 
the growing demands for service over 
the coming years which we would have 
to meet if Pennsylvania residents were 
to have available an adequate future sup- 
ply of power; (b) the large construction 
expenditures required to meet such de- 
mands; (c) the large amount of new 
money that would be required with par- 
ticular emphasis on the need for equity 
capital in order to maintain a properly 
balanced capital structure; (d) the ef- 
fect of inflationary forces in increasing 
costs of doing business, such increasing 
costs running neck and neck with in- 
creasing revenues; and (e) the absolute 
necessity for adequate earnings, per- 
mitting a fair capital wage in order to 
attract the required new capital. 


Talking Over the Finance Program 


Discussions also took place informally 
between Company officials and members 
of the Commission and staff on the Com- 
pany’s contemplated financing program. 
Details of the program were fully ex- 
plained and statistical and other informa- 
tion furnished so that the Commission 
and staff would be well informed about 
the financial program long before it ac- 
tually began. 

In April of both 1948 and 1949 there 
was presented at the annual stockholders 
meeting held at the Company’s office in 
Allentown a comprehensive resumé, il- 
lustrated by numerous colored slides, of 
past growth, plans for the future de- 
velopment and facts about the owner- 
ship of the Company. Special invita- 
tions to the annual meeting were sent lo- 
cal stockholders, their friends and others 
over the President’s signature. 
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At times when proposed financing has 
been a subject for consideration at such 
meetings, Company employees, familiar 
with the matter, have called in person 
or by telephone on all our stockholders 
in the service area. This has afforded 
an opportunity to enlighten stockholders 
not only about the financial plans of the 
Company but also to inform them of 
other phases of the Company’s business 
about which they expressed interest. Al- 
most without exception stockholders have 
expressed their appreciation of the per- 
sonal interest taken in informing them 
about an important matter of this na- 
ture. Our employees, too, have wel- 
comed the opportunity to be of assistance 
to those stockholders, many of whom 
they know personally. 


Stimulate Local Interest 


We have followed the formal annual 
stockholders meetings with regional 
stockholders meetings held at strategic 
points throughout the service area. The 
resumé of the year’s events and the de- 
velopments in the Company’s business 
and financial affairs have been presented 
by the President. Particular emphasis 
is put on those activities of most interest 
in the locale in which the meeting is held. 
Along with the President, other officers 
are present to answer questions which 
may arise and to meet with stockholders, 
employees and others in attendance. In- 
vitations are sent local stockholders, se- 
curity dealers, bankers and business and 
civic leaders of nearby communities. 
These regional stockholders meetings 
were designed to stimulate local interest 
in the Company and its activities, to 
bring about widespread interest in and 
knowledge of its securities, to inform 
the public—stockholders, customers and 
employees—about the Company and to 
create an understanding of the factors 
which had made it necessary to adjust 
rates. We had 33,000 preferred and 
common stockholders in Pennsylvania in 
1947 when this program started. The 
effect of this retelling what was told 
them cannot be measured. 

Coincident with and continuing for 
some time after these regional stockhold- 
ers meetings, a series of illustrated talks 
were given by Company officials before 
the various service clubs throughout the 
Related to Company 
prospects, these talks also touched on 
ownership of the Company and the ef- 
fects of double taxation of dividends. 
Valuable opportunities were afforded be- 
fore and after these meetings to meet 


area. business 
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local business leaders and to discuss our 
affairs and problems Arst hand. 

Through all these activities we re- 
ceived a running stream of news and 
editorial space in the local papers for 
an extended period prior to our equity 
security offerings. More than one hun- 
dred news articles, newspaper photo- 
graphs and editorials resulted from these 
area meetings which created considerable 
attention. 


Pamphlets to Investors 


We, as have many companies, made 
use of stockholder pamphlets which ac- 
company our regular quarterly dividend 
checks. By this means stockholders are 
kept advised as to current earnings. 
Briefly stated comments are furnished on 
matters of interest to stockholders and 
directly pertaining or related to the 
Company’s business. 

A most important adjunct which 
should be used to its fullest advantage is 
the annual report to stockholders. It is 
certainly the most important source of 
information for the stockholder and per- 
haps the best means we have for cultivat- 
ing shareholder confidence and support. 
We have directed our efforts in making 
our report attractive, interesting and 
readable, realizing that by far the largest 
number of our owners have but limited 
background in the technical, financial 
and accounting aspects of our business. 
I do not intend to imply that the report 
should neglect the institutional investor 
or analyst—the report should be com- 
plete. 


Proper Circulation Needed 


If we wish to attract the small in- 
vestor, we must give him a report he 
can understand. But the real value of 
this vital tool lies in getting it into the 
right hands. Every employee receives 
a copy with an accompanying letter from 
the President coincident with transmittal 
of the report to stockholders. Our re- 
port is given wide circulation both with- 
in and without our service area. Among 
others, we see that it reaches bankers, 
security dealers, government and school 
officials, newspaper officials and editors, 
a selected group of customers and pros- 
pective customers; many of these people 
within the service area receive their 
copies from employees by personal de- 
livery. 

The annual report really documents 
the Company’s place in the economy of 
the area. As such the annual report af- 


fords a splendid opportunity to give a 
clear and convincing story of our con- 
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tribution to the success of our free enter- 
prise system. It is an “open door” 
through which we invite the stockholder, 
employee and the public to enter and see 
for himself the results of our operations, 
our plans for the future and the prin- 
ciples by which we conduct our business. 

A company’s institutional advertising 
in service area media should not be over- 
looked as a means to advance local in- 
vestor interest in the company. 


Advertise “Hometown” Aspect 


Some months ago our Company de- 
vised a newspaper advertising program 
that we called the “home-town’”’ pro- 
gram. Its primary purpose was to em- 
phasize and establish the Company as 
preeminently a local, home-town_busi- 
ness. It had a number of noteworthy 
secondary objectives — acquainting the 
public with individual employees, demon- 
strating the advantages of employment 
with the Company, indicating to the em- 
ployees the importance of their various 
jobs, gaining customer appreciation of 
the task of providing good service, and 
indirectly interesting local investors in 
our business. 

While perhaps not unusual in theme, 
the program was unique in that each ad 
of the series, which appeared in 100 ser- 
vice area newspapers, had a different pic- 
ture of an employee living in the circula- 
tion area of the paper used. In this way 
more than 1000 employees were pictured 
in the ads. This treatment localized and 
humanized the Company to a degree 
hardly possible through any other ap- 
proach. 


Importance of the Individual 

Recently we have again adopted this 
“home-town”’ technique as a stimulant to 
further expansion of ownership of the 
Company within our service area, stress- 
ing the facts about our present owners, 
as disclosed by a recent stockholder sur- 
vey. The initial series of ads point out 
the benefits which the public is deriving 
from the Company’s construction pro- 
gram. Particularly emphasized is the 
importance of the individual stockholder. 
Most of them are Pennsylvanians of 
modest incomes who own only a few 
shares each. Succeeding ads point out 
how the number of our local stockhold- 
ers has grown, that many of them are 
people the reader knows and that over 
one-third of our employees are stock- 
holders. 

Humanizing the owner relationship is 
done by featuring a cross-section of our 
local stockholders. We are doing this 
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in these ads by making use of over 700 
individual pictures of stockholders and 
employee stockholders, and accompany- 
ing each person’s picture, many of which 
indicate their occupation, with voluntary 
statements expressing the individual's 
opinion of the Company and their rea- 
son for investment in our securities. The 
picture used in each newspaper is of a 
stockholder who resides in the circula- 
tion area of the paper. 

The text again mentions how impor- 
tant these people are in making possible 
electric service through their invested 
savings. 

Each ad of the series carries a repeti- 
tive message of the reasons stockholders 
gave in our Stockholders’ Survey to the 
question “Why did you buy P P & L 
Stock ?” 

We feel certain these ads will pro- 
voke neighborhood discussions and that 
in reading about what these stockholders 
think of us, many others will be in- 
fluenced in joining them as stockholders 
of our Company. 


The Result: Interest Grows 


The results of this program, judging 
from our earlier experience with this 
large scale individual treatment, will 
create a widespread investor interest 
among residents of our communities. 

The historical record of our industry 
through peace and war is one of achieve- 
ment. Ours has been a noteworthy con- 
tribution in making America strong. We 
may feel some pride and perhaps justi- 
fiably so in the manner in which we 
have thus far discharged our responsibili- 
ties to the economy of the nation. 

The readiness with which the 700 peo- 
ple—about 1 per cent of our stockholders 
—agreed to use of their pictures and 
statements in this connection, is an indi- 
cation of stockholders’ willingness to 
take constructive action in behalf of the 
company in which they have made in- 
vestment. Other companies have had 
similar experience. Recently, Westing- 
house Electric Corporation asked their 
78,000 stockholders, by letter, for per- 
mission to use their name in an advertise- 
ment on the subject of ownership rela- 
tion and the need of a reasonable profit 
for investor to attract capital for growth. 
Mr. Gwilym Price advises me that they 
have been surprised and gratified by the 
exceptional response. Over 23,000 stock- 
holders were willing to have their name 
used and only 200 commented that thev 
did not wish to be cited. 

But today we face new and grave re- 
sponsibilities. In common with others, 
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we are faced with the defense of our 
free institutions from the blinding sophis- 
try and high sounding phrases of the 
zealous economic planners who would 
socialize our industry and our country. 
It seems to me that, as an industry 
closely associated with the people in the 
area we serve, we, perhaps more than 
most other industries, have an unusual 
opportunity to build up a large local in- 
vestor interest among our customers, 
employees and local institutions. 


Opportunity Knocks For Many 


A large number of such owners in 
American business is a positive demon- 
stration of the successful fulfillment of 
our economic system—the opportunity 
afforded each individual to acquire prop- 
erty and security, to do so in accordance 
with his own abilities and his own efforts 
and to profit thereby. 

At the present time there are an esti- 
mated 314 million owners of the equity 
securities of the electric industry—about 
1 for every 10 customers. Some of our 
companies have as many as 1 stockholder 
for every 5 customers. We might well 
take that figure as a goal. If we had 
that ratio today we would have 7 mil- 
lion stockholders—a formidable bulwark 
against government encroachment in the 
field of private business. 





A Billion in Stocks to Sell 


Now that is not an impossible task. 
The number of stockholders has in- 
creased greatly by the distribution of 
$1.7 billion of common and preferred 
stock in the past 4 years. It will con- 
tinue to grow as we have $1.6 billion of 
new common and preferred to sell in the 
next 4 years. Investors are interested 
in the stability of our industry and at- 
tracted by our growth prospects. There 
is increasing evidence of interest by the 
small investor in the relatively conserva- 
tive character of utility equities. 

In working toward such a goal, our 
purpose should not stop with merely get- 
ting a large number of stockholders 
within our service areas or within our 
home states. Our efforts should be di- 
rected towards building an informed 
group of owners. Stockholders must be 
given information clearly understandable 
on matters affecting not only their parti- 
cular company’s problems but those af- 
fecting the industry and the even broader 
field of national issues in the field of 
economics. We must develop new ways 
and means of reaching these owners with 
the facts. 

(Continued on page 272) 








Page 260 


EDISON ELECTRIC INSTITUTE BULLETIN 





July, 1959 


Your Employees Want to Help You 


By W. E. Wood 
Executive Vice President, 
Virginia Electric and Power Company 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


HROUGHOUT my many years 

in utility work, I have always 

enjoyed trying to improve and 
develop employees and to interest them 
in our business. I have always believed 
that employees, who are well informed 
about our business and who have con- 
fidence in the fairness and integrity of 
our management, actually derive plea- 
sure from helping us operate our business 
successfully. A good opportunity to ex- 
periment with this theory finally arrived. 

We had often speculated concerning 
what really would result if we could 
find a way to keep every member of our 
organization well informed: 

First, about the business and economic 
philosophy on which our company 
is operated and upon which our 
policies are based ; and 

Second, about our current and prospec- 
tive problems and how we are try- 
ing to solve them. 

A program for taking this informa- 
tion to them was developed and launched 
early in 1946. By October, 1949, we 
succeeded in getting this program into 
full operation. We expect to refine it 
from time to time in the light of our 
experience. 


Four Necessary Principles 


Four definite principles form the 
foundation for our program. In our 


opinion, the program cannot succeed if 
we deviate much from any of these fun- 
damentals: 

1. The 


administered and directed person- 


program must be prepared, 
ally by some top executive who par- 
ticipates regularly and actively in 
the consideration of policy matters ; 
2. It 


plete frankness and sincerity and 


must be conducted with com- 

without evasion or equivocation ; 
3. It must be restricted rigidly to the 
information 


dissemination of con- 


cerning the policy, 
problems and affairs of the com- 


pany; and 


philosophy, 


4. It must provide for a free two-way 
flow of questions and suggestions 


throughout the entire organization. 


City, N. J., June 6, 1950 
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We are convinced that all employees 
really want to learn about the philoso- 
phy on which their company bases its 
policy as well as about its affairs and 
problems. To satisfy this natural desire, 
we try to remove the screen or iron cur- 
tain, if vou will, which tends to delay 
or even hinder the free two-way flow 
of such information between top execu- 
tives and all other employees. We hope 
to develop through this program a con- 
tented organization—all of the same 
mind and with a common purpose. We 
believe that such an organization will 
necessarily produce the greatest benefits 
for all concerned—the employees, the 


investors and the public. 


A Straightforward Administration 


Our company serves more than 32,000 
square miles of territory and has some 
550,000 customers, some 500 


ment employees (executives and super- 


manage- 
visors) and some 4000 non-supervisory 
employees. It is no simple task to accom- 
plish a very comprehensive, reliable and 
free two-way flow of information in a 
widespread company even as small as 
ours. 
The 


philosophy, the straightforwardness of 


soundness of the company’s 


its administration and the completeness 
of the information furnished will deter- 


mine the degree of success our efforts will 
produce. You cannot hope to arouse the 
cooperation or enthusiasm of your em- 
plovees unless you can convince them that 
you are frank and earnest, nor can you 
fool them long respecting your sincerity, 

Our program is prepared, adminis- 
tered and directed by the Executive Vice 
President and the Operating Vice Presi- 
dent, with the assistance of the Per- 
sonnel Department through the Director 
of the Employee Information Program. 
I can assure you these executives also 
have other exacting duties and responsi- 
bilities but we are convinced that with- 
out their guidance the information fur- 
nished can be neither so interesting nor 
authoritative and consequently will be 
less effective. 


“Guessing Department” 


These directing officials summarize 
each afternoon the _ problems 
reached the executive offices for con- 
The “Current Events” 
agendas used in the Staff Meetings are 
compiled these summaries. All 
problems which cannot be settled else- 


which 
sideration. 
from 


where necessarily come to the executive 
officers for solution. Consequently, we 
have nicknamed the company’s executive 
offices its “Guessing Department.” These 
officials also prepare in their own lan- 
guage “Outlines” covering the philoso- 
phy upon which the company’s policy 
is based. These “Current Events’ and 
‘outlines’ are presented to and dis- 
cussed at our regularly scheduled Staff 
Meetings. 

The Staff consists of all of the Gen- 
eral Officers, Divisional Officers, Major 
Department Heads and District Man- 
agers; in our case, about 40 in number. 
The directing officials conduct these 
Staff Meetings. They are all-day meet- 
ings held regularly on the third Wednes- 
day of each month. On rare occasions, 
the dates of certain monthly meetings 
have to be either advanced or postponed 
but they are never omitted. First, the 


“current events” agenda is presented to 
the Staff, and is explained and discussed 
as thoroughly as time permits. The “Out- 
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line’ is then read and discussed para- 
graph by paragraph and, incidentally, is 
usually greatly improved through con- 
structive suggestions from members of 
the Staff. The time remaining is de- 
voted to questions, answers, suggestions, 
general discussion and new ideas. Much 
interesting literature bearing on our in- 
dustry and its problems is distributed 
to the Staff for home reading. Through 
these Staff Meetings, each District, Di- 
vision and Department is kept currently 
familiar with the affairs and problems 
of every other District, Division and 
Department, and all of the members 
learn about the affairs and problems 
under consideration by the executives. 


Prominent Personnel Department 


The Personnel Department compiles 
complete minutes of all Staff Meetings. 
A draft of these minutes is reviewed 
and corrected by the Chairman who con- 
ducted the Meeting. These minutes are 
used as the agenda for the “Current 
Events” which are later presented to the 
supervisory and non-supervisory meet- 
ings. 

Staff Meetings were held for almost 
two vears before we felt that the mem- 
bers were adequately prepared to carry 
this information on to all other manage- 
ment employees. This group includes 
all supervisory employees from the Staff 
on down through first-line foremen. 


Information Dispensed Bi-Monthly 


The second step in the program was 
put into operation in October, 1947. 
Our 450 management employees were 
subdivided into groups, each containing 
no more than 20 employees. Regular bi- 
monthly two-hour meetings are sched- 
uled for each of these groups and Staff 
members conduct them. 
These group leaders are furnished with 
a “Current Events” summary and an 
“Outline” for use in conducting these 
meetings. Through this procedure, all 


assigned — to 


supervisory or management employees 
receive, in effect, the same information 
furnished the Staff and at the same time 
are receiving training in how to carry 
later this information on to the non- 
supervisory employees. Almost two more 
vears were consumed in informing the 
supervisors and in training them to con- 
duct non-supervisory group meetings. 
Some of the information and much 
of the philosophy furnished the Staff 
did not lodge too well in the minds of 
some of the members, but when these 
found themselves face to face with the 
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responsibility for explaining these things 
to others, you can be sure they absorbed 
this information much more thoroughly 
on the second round. 

By October, 1949, after about four 
years of preparation and training, we 
felt prepared to launch the third, final 
and most important step in our pro- 
gram—conveying this information on to 
our 4000 non-supervisory employees. 
This is the real objective of the whole 
program. It is merely incidental that 
our entire management group seems to 
have received a liberal education in the 
process. 

The non-supervisory employees were 
subdivided into similar small conference 
groups. Regular bi-monthly two-hour 
meetings are also scheduled for them. 
These non-supervisory groups meet in 
the months following the months in 
which the supervisory group meetings 
are held. A leader and one or more 
assistants from among the supervisory 
group are assigned to conduct these 
meetings. We try to select supervisors 
to conduct these meetings who seem to 
be the best qualified for this purpose. 


Questions and Answers 


Our experience indicates that there is 
no more effective means for developing 
a realization among all employees that 
supervisors are really a part of manage- 
ment than to charge the supervisors with 
the responsibility of conducting these 
non-supervisory group meetings. These 
supervisors are assigned to conduct meet- 
ings of groups which contain few, if 
any, of the emplovees who regularly 
work under them. 

All meetings, from Staff to non-super- 
divided roughly 
into three periods, as follows: (1) “Cur- 
rent Events”; (2) “Outline”; and (3) 
A question, 


visory, inclusive, are 


answer and _= suggestion 
period. Leaders are instructed to answer 
all questions and dispose of all sugges- 
tions, of which they feel confident they 
know the answers. If they do not know 
the answers, the question or suggestion 
is recorded and sent to the directing 
executive in charge of the program. An 
answer is prepared and given to the 
questioner at the next meeting. 
Meetings are scheduled on company 
time and, when possible, are scheduled 
around shift time, so that an employee 
can attend his meeting just before or 
just after going on the job. Since at- 
tendance at the meetings is regarded 
as part of the individual’s job, overtime 
is paid when necessary. Supervisory and 
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non-supervisory meetings are scheduled 
on alternate months, so that the super- 
visors can attend their own supervisory 
meeting one month and conduct a non- 
supervisory meeting the next. 

Both supervisory and non-supervisory 
meetings are composed of mixed groups 
—male and female—white and colored, 
with representatives from various de- 
partments. At the beginning, the ques- 
tions most frequently asked boiled down 
to ‘“‘how can I get more and do less?” 
This attitude changed quickly. Great 
interest developed early in the matter 
of public ownership, with the result that 
employees are now out in the field talk- 
ing for free enterprise. Questions and 
suggestions from the floor are intelligent 
and cover a wide field of pertinent sub- 
jects. Management has benefited from 
many of these questions and suggestions, 
because they have uncovered many mat- 
ters which needed attention. 


Beneficial Investment 


The company estimates that the pro- 
gram costs approximately $100,000 a 
vear, which it considers a good invest- 
ment. The program calls for a volu- 
minous amount of work on the part of 
management, and the Personnel Depart- 
ment. This, too, is considered well 
worthwhile. 

There are two corollary employee ac- 
tivities which have a direct bearing on 
this program and are really a part of it. 
Each spring the executives who actively 
direct the program, together with our 
General Manager of Operations, visit 
each of the company’s eleven Districts 
and, together with the Divisional Vice- 
District Manager in- 
volved, hold general employee meetings. 
I cannot over-emphasize the importance 
of top executives meeting at least once 
a year face to face with all employees 
for a frank discussion of whatever is on 
their minds. During the first “pilgrim- 
age’ both employees and officials were 
The employees 
were suspicious of what we were trying 
to do to them and we were fearful of 
how they might treat us. We fully en- 
joved our last trip because of the friendly 
reception accorded us everywhere. 


President and 


somewhat ill at ease. 


Two Hour Meetings 


Some twenty of these meetings are 

necessary to cover our entire service area. 

These meetings are of two hours’ dura- 

tion. The first hour is devoted to our 

interpretation of the results of opera- 
} 280) 


(Continued on page 
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The Effect of Merchandising Programs 
on the Load Curve 


By Fred A. Compton 


Vice President, The Detroit Edison Company 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 
City, N. J., June 6, 1950 


INCE many companies have and 

are initiating merchandising pro- 

grams, the question of relationship 
between load research and sales promo- 
tion is particularly timely. 

We, at The Detroit Edison Com- 
pany, are actively promoting a residen- 
tial load-balancing appliance program, 
and this gives me the opportunity to dis- 
cuss Our views and our approach to this 
subject. 

Our industry has been operating at 
full capacity. The demand for electric 
service by all classes of customers, dur- 
ing the war and postwar eras, created a 
tremendous demand. The responsibility 
has been on the Production and Engi- 
neering Departments to produce un- 
heard of performance in generation and 
distribution facilities and on the Finance 
Departments to provide capital for the 
rapid expansion of plant facilities. Pro- 
duction, Engineering and the Finance 
Departments are doing a grand job; and 
reserve Capacity, increasing steadily from 
its present 15 per cent, is available to 
serve our customers’ needs. The re- 
sponsibility, therefore, is now shifting 
and we have the need for increasing the 
net earnings of our companies, and this 
becomes the number one job of each of 
us. 

Four Customer Classifications 

We have four major classifications of 
customers to serve—the residential, the 
farm, the commercial and the industrial. 
Each has its particular load charac- 
teristics, the total of which comprises our 
system load. 

Data furnished by EEI indicates that 
the residence customer represents 82 per 
cent of all customers. They use 21 per 
cent of the total kilowatthours sold and 
provide about 33 per cent of the total 
gross revenue. I do not believe that 
there has been more than 3 years in the 
industry’s history that kilowatthour sales 
to the residence customers have not 
shown an increase over the previous year ; 
and then, too, the number of residence 
customers has steadily increased with the 
exception of several years. 
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From the utility point of view, the 
residential load becomes most important, 


because of its 
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relative stability as a 


Showing how our 
Company revenue compares by class of 
customer, Fig. 1 presents a picture of the 
stability of the residence revenue over 
the last 20 years as compared to the 
revenue from the commercial and indus. 
trial customers. For the purpose of this 
discussion, residence customer data will 
include our farm customers. You will 
notice that the domestic or residence 
revenue decreases more slowly and toa 
lesser extent during a depression and re- 
covers more rapidly. 


source of revenue. 


Metropolitan Detroit 
We serve a territory covering 7700 
There are approximately 
538,000 residence customers in Metro- 
politan Detroit ; 269,000 in the suburban 
area; and about 36,000 on farms, and 
this represents about 88 per cent of our 
total customers. In 1930, the average 
yearly use of the residential customer in 


square miles. 
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Graph of Revenue from Residential, Commercial and Indus- 


trial Customers of the Detroit Edison Co. 
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Load for 24-Hr Period on December 20, 1949 


our territory was 691 kwhr. At that 
time, there were 477,870 residence cus- 
tomers connected on our lines. 


At the present time, 843,691 custom- 
ers use an average of 1884 kwhr an- 
nually per customer. This represents a 
77 per cent increase in the number of 
residential customers, a 173 per cent in- 
crease in the use per customér; and a 
381.6 per cent increase in the total resi- 
dential kwhr use. I think you will 
agree then that we should be interested 
in securing new business from a class of 
customer whose stability is the cushion 
of our industry. 


Our interest in the continued increase 
of electric service by our residential cus- 
tomers dictates a more thorough knowl- 
edge of its component parts from which 
we can establish a better balanced pro- 
motional program. This search for 
knowledge must be a continuous study. 
We have and are conducting a series of 
load studies to determine what effect the 
present saturation of certain major ap- 
pliances has upon our system and resi- 
dential loads; and the subsequent effect 
of a still greater saturation. These 
studies give answers to the following 
questions: 


1. What are the use characteristics of 
the appliance or appliances ? 
2. What is the connected load? 

















3. What is the maximum simultaneous 
demand for varying saturations? 

4. When does it occur and how does 
it fit into the overall load pattern? 

5. How long does it last? 

6. How will the residence and system 
load curves be affected by addi- 
tional appliances of this type? 

7. What is the energy use of each ap- 
pliance ? 

I should like to discuss the load char- 
acteristics of several appliances which we 
have studied and also to show with 
charts the effect of each on the residen- 
tial load curve in a 24-hour period. It 
is not intended that these facts be trans- 
lated to other companies, since there are 
so many _ variables operating 
areas; but rather to present the results 
of our studies which assisted us in plan- 


between 


ning our load-balancing program. 


System anc Residential Load Curves 


Fig. 2 shows the system load for a 
24-hour period on December 20, 1949, 
the day on which our system peak load 
occurred. The residence load curve is 
also shown for the same day. 


Ranges 
Fig. 3 shows the same residential load 
curve as in Fig. 2 and the average week- 
day load curve in the November test 








12 


A.M. P.M. 


Average Weekday Load Curve of 221,000 Ranges 
in Dec. 1949 Compared with Residential Load Curve as in 


Fig. 2 


period of the 221,000 ranges in service 
on our lines in December, 1949. These 
half-hour demands were obtained from 
a recent load study of 72 ranges in the 
City of Detroit, in the suburban area 
and on farms. Kilowatthour readings 
were obtained from December, 1948 
through November, 1949. Half-hour 
demands were charted in March, June, 
September and November to furnish sea- 
sonal demand data. The peak of the 
range load for these four test periods oc- 
curred on Monday, November 21, 1949. 

The primary peak of the range load 
occurred between 5:30 and 6:00 p.m., 
which is usually the time of our annual 
peak. Rating this range peak of 5:30 
p.m. at 100 per cent; the lunch peak, at 
12 noon, was next in importance with 
44 per cent and the breakfast peak at 
8:30 a.m. was lowest with 35 per cent. 

The results of this study indicate that 
the average connected load per range on 
our lines is 10.1 kw, with a group co- 
incident maximum demand of 830 watts 
per range, a non-coincident maximum de- 
mand of 3060 watts as the highest of 
four different seasonal periods, and an 
annual load factor of 17.3 per cent. A 
single range shows a high individual de- 
mand, yet because of the short duration 
and time diversity of each, the peak load 
of the group decreases to 830 watts per 
range. 








Page 264 





RANGE | 
266 “ilowotthours per year 














2 Fr " 
3s 

= | 

= 

s | 

= 60F 1 

40+ 4 

20r 4 

e . 4 — — _— 

Jah FEB MAR PR OMY «WUNE (JULY AUG SEPT «OCT NOW DEC 


Fig. 4—Monthly Kwhr Consump- 


tion of Typical Range 


The average range in our study had 
an average daily use for the year of 3.52 
kwhr. »The maximum use of energy oc- 
curred in September when it reached 
4.27 kwhr daily. 

Our study indicated a decided varia- 
tion of load characteristics and use 
among the Detroit, suburban and farm 
range customers. The coincident maxi- 
mum demand of the farm range was 
1370 watts and occurred in the half- 
hour ending at 11:30 a.m. in June, while 
a Detroit or suburban range had a co- 
incident maximum demand of 910 and 
840 watts respectively, in the half-hour 
ending at 5:30 p.m. in the month of 
November. 
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Fig. 5—24-Hr Load Curve for 1000 
Ranges 


The revenue per range based on the 
lowest step of our rate, which is 2% 
cents per kilowatthour less a 3 per cent 
discount for prompt payment, indicates 
an average annual revenue of approxi- 
mately $29 per range per year. Project- 
ing this revenue of $29 per range, we 
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find that the range load represents an 
annual revenue of $6,409,000 or about 5 
per cent of our total revenue and about 
13.7 per cent of our residential revenue. 

The range load comprises about 12 
per cent of our system peak and is there- 
fore not particularly profitable when it 
is not complemented by the use of other 
major appliances; however, a particu- 
larly interesting characteristic of our 
range customers is the high saturation of 
other major appliances in their homes. 
A study of this, which was conducted at 
the same time as the range load study, 
indicated that our electric range custom- 
ers have: 

A 98.5 per cent saturation of refrig- 
erators, while the area saturation is 
86.5 per cent. 

A 15.7 per cent saturation of water 
heaters, while the area saturation 
is 6.8 per cent. 

A saturation of 25 per cent in ironers, 
with a system saturation of 14.4 
per cent. 

A saturation of 9.3 per cent in dryers, 
with a system saturation of 1.5 per 
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while the system saturation is ap- 
proximately 3.7 per cent. 

This further emphasizes the fact that 
the range is a sales leader and in order 
to promote the theme of “All Electric 
Living,” it appears essential that the 
range must be one of the first major ap- 
pliances to be sold to the residential cus- 
tomer, and the ownership of a range in 
itself will help to sell the other applica- 
tions and uses of electricity in which we 
are all interested. 


Ranges and Clothes Dryers 


Fig. 6 shows the cumulative con- 
tribution to the residential load curve of 
221,000 ranges and the 16,000 clothes 
dryers in service on our lines. 

We made another load study of 72 
clothes dryers chosen at random from 
those connected to The Detroit Edison 
system. The selected sample had a bias 
toward larger-than-normal families and 
toward the upper income groups but is 
believed to have been representative of 
families with dryers at the time the sur- 
vey was made. Demands were measured 
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from July 11 to July 24. Energy was 
measured by months for a year. 

The annual energy use of the test 
group was 957 kwhr per dryer. During 
December and January, the energy use 
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Fig. 7—Monthly Kwhr Consump- 
tion of Typical Clothes Dryer 





averaged 91 kwhr per dryer and de- 
creased to about 62 kwhr in August. 
About one-third of the total kilowatt- 
hour use occurs on Monday. The peak 
demand of the clothes dryer load oc- 
curred on Monday between 11:00 and 
11:30 a.m. The clothes dryer load for 
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Fig. 8—24-Hr Load Curve for 1,000 
Clothes Dryers 


an average week day, contributes very 
little to the system peak but does fill in 
some of the valleys in the residential and 
load curve. 

The coincident maximum demand is 
about | kw per dryer with an annual 
load factor of about 8.5 per cent. The 
non-coincident maximum demand is +200 
watts. The annual revenue per clothes 
dryer based on the lowest step of our 
rate is approximately $21.50 or $344,000 
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annually for our present clothes dryer 
load. 

Although in limited use before the 
war, the dryer is really a postwar appli- 
ance with a saturation of about 16,000 
in our area last December. At the pres- 
ent time, installations are averaging ap- 
proximately 600 per month. The dryer 
has now established itself as an essential 
part of the all-electric laundry in our 
area. We attempt to glamorize, or better 
said, dramatize the all-electric kitchen 
and perhaps fail to fully appreciate the 
laundry which is an important source of 
revenue. From the dryer, washer and 
ironer we can expect a profitable annual 
revenue of about $26. In addition, we 
have the revenue from the electric water 
heater. 

Water Heaters 


Our water heater charges are based 
on a flat rate, depending upon the size 
of the heater, with the water being 
heated through a lower element during 
the valley hours. One group of heaters 
automatically turns on at 9:00 in the 
evening and other groups commence at 
15-minute intervals, thereby staggering 
the starting time of the load. All water 
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Fig. 9—24-Hr Load Curve for 1,000 
Water Heaters 


is heated by 8:00 in the morning. Any 
additional heating required during the 
day is controlled manually or automati- 
cally by the customer. This additional 
use, through the upper heating element, 
registers on the residential meter and is 
charged for at the standard rates. 

As Fig. 10 indicates, the automatic 
water heatex load for our 43,000 heaters 
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Fig. 10—Cumulative Load Curve for Ranges, Clothes Dryers and 
43,000 Water Heaters—-Detroit Edison Co. 
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partially fills in the late evening and 
early morning valley of the combined 
range and clothes dryer load. This curve 
represents the automatic water heater 
night demands for an average winter day. 
A study is being conducted at the present 
time to determine its load characteristics 
throughout the day, but complete data 
is not yet available. We believe this par- 
ticular application should be given con- 
siderable attention because we receive 
an annual revenue of approximately 
$1,709,250, and with the exception of 
individual daytime use, it contributes to 
our valley load rather than adding to the 
system peak. 


Television Sets 


At this point residential load valleys 
still exist on either side of the 6:00 p m 
peak, but a relatively new residential 
application, the television set, has aided 
in leveling off these valleys, as shown on 
Fig. 11. It is true that the television load 
contributes somewhat to the residential 
peak demand, but to a greater extent to 
the mid-afternoon and evening loads. It 
has become, therefore, an important ad- 
dition to our load-balancing program. 

In October, 1948, we began a tele- 
vision load study. We installed record- 
ing demand meters and kilowatthour 
meters in a selected sample of residence. 
One of the problems which we encoun- 
tered was the installation of the demand 
metering equipment on the television set. 
The total installation of this unit in the 
home weighed 55 pounds, and it was 
necessary to impose somewhat on the 
good graces of the housewife who had 
to conceal and occasionally move the 
equipment. Metering appliances for 
other load studies did not present such 
a problem because they were connected 
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Fig. 12—24-Hr Load Curve for 
1,000 Television Receivers 
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Fig. 11—Cumulative Load Curve for Ranges, Clothes Dryers, Water 
Heaters and 180,000 Television Sets—Detroit Edison Co. 


to a separate circuit, and the metering 
equipment usually was placed in the 
basement. 

The results of the study indicate that 
the group coincident maximum demand 
of 232 watts per set occurred during the 
half-hour ending at 9:00 p.m.; with an 
annual load factor of 22 per cent. This 
may, to some extent, be offset by loss of 
the radio load. The average annual 
revenue per television set is approxi- 
mately $8.10 or $1,458,000 for the 180,- 
000 installations we had last December, 
assuming no loss of other load. At the 
present, we estimate 225,000 sets in use 
in our operating area. 


Home Freezers 


‘The saturation of home freezers is not 
great enough to materially affect our 
residential load, but this relatively new 
application of electricity deserves com- 
ment and study. At the present time, 
its use is combined in many refrigerator 
models; but as the need for its use in- 
creases, the separate unit will become a 
necessary appliance in the all-electric 
home. Although considerable promotion 
is being directed at this application of 


electricity, its sales potential has not 
been developed for the mass market. 

The remaining portion of the residen- 
tial load consists of the demands of re- 
frigerators, washers, vacuum cleaners, 
lighting and miscellaneous table appli- 
ances for which demand data is incom- 
plete. 


During the next five years our promo- 
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Fig. 14—Load Curve for an 


tional goal provides for the additional 
installation on our lines of approximately 
100,000 ranges, 100,000 clothes dryers, 
80,000 water heaters, 300,000 television 
sets and 30,000 Calcinators. 

For a number of years our company 
has paid for water heater installations, 
and recently we initiated a policy which 
provides for the installation of ranges 
and clothes dryers without charge to the 
customer. We have made television 
sets, along with many other appliances, 
available to our employes at a discount, 
since we feel that one of the best methods 
of selling to the public is to sell, first, 
to our employees. 

Assuming that we are not too optimis- 
tic and we attain our goal by 1955, we 
shall have added appliances with an 
approximate total connected load of 
1,715,000 kw in addition to that which 
we have today. The additional demand 
at the time of the system peak, we be- 
lieve, will total less than 162,000 kw. 
Due to the diversity of demand, it will 
only be necessary to provide 162,000 kw 
of additional generating, and some trans- 
mission and distribution capacity to serve 
this increased load. The added revenue 
will be about $11,102,000 annually for 
the total 640,000,000 additional kwhr 
that will be used. 

Figs. 14 to 18 show 24-hour load 
curves for these proposed additions. 

Fig. 14 shows the load for an addition- 


Additional 100,000 
Ranges—Detroit Edison Co. 


al 100,000 ranges. These 
installations will offer an 
$2,900,000 annual revenue. 

The approximate load curve of an 
average Monday as shown on Fig. 15 
indicates that the dryer load is fairly 
well distributed between 9:00 a.m. and 
5:00 p.m. and does not appreciably add 
to our present system peak which occurs 
between 5:00 p.m. to 6:00 p.m. Again 
assuming we reach our goal by 1955, of 
6 times the present number of dryers, the 
annual additional revenue will approxi- 
mate $2,150,000. 

As shown in Fig. 16, the late evening 
and early morning valleys of our present 
system load would not be affected by the 
addition of the 80,000 water heaters 
which we plan to add within the next 
5 years. From the standpoint of demand 
characteristics, the water heater appears 
to be most favorable. It complements the 
use of not only the other major appli- 
ances in the residential load but also the 
commercial and industrial loads. An ad- 
ditional load of 80,000 water heaters 
would increase our annual revenue by 
about $3,180,000. 

Our fourth appliance, the television 
set (See Fig. 17), will continue in the 
future to enhance the system load in 
the afternoon and particularly the eve- 
ning as it has in the past. Basing our 
computation upon conservative kilowatt- 
hour use, the expected sales of 300,000 


estimated 
additional 


Fig. 15—Cumulative Load Curve for Additional Ranges 
and 100,000 Clothes Dryers—Detroit Edison Co. 


sets in the Detroit area will represent a 
yearly revenue of about $2,430,000. 

At the present time our Calcinator 
load is not great enough to materially af- 
fect our residential load. However, with 
the addition of an estimated 30,000 in 
the next 5 years, it becomes worthy of 
consideration. Although our promotional 
program for this appliance is still in the 
planning stages, we believe that by 1953 
the Calcinator will be an integral com- 
ponent of cur load-balancing program. 
The Calcinators have a rating of 606 
watts operating automatically for an 
hour, three times daily. As Fig. 18 in- 
dicates, this load is on from 9:00 to 
10:00 a.m.; 1:00 to 2:00 p.m.; and 
11:00 to 12:00 p.m. We estimate an 
annual revenue of over $442,000 from 
this addition at the end of 5 years. 

The load factor for the proposed addi- 
tional 640,010,000 kwhr is estimated at 
28.5 per cent. You will notice that the 
peak demand of 248,000 kw for these 
additions occur at 11:30 p.m. and only 
162,000 kw at the time of the system 
peak. 

A number of appliances will be added 
to our lines without the need of promo- 
tional efforts. However, it is the func- 
tion of the utility to guide the promotion 
of major appliances, in order to develop 
a well-balanced and uniform demand 
pattern. 

Let us clarify this statement by illus- 
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Fig. 16—Cumulative Load Curve 





for Additional: 


Ranges, Clothes Dryers and 80,000 Water Heaters— 


Detroit Edison Co. 


tration. At the present time, there is a 
tremendous market for television sets. 
Our customers are adding them to our 
lines at an accelerated pace. We can’t 
stop them, and we don’t want to stop 
them. Instead, we want to promote its 
use and that of all other appliances, the 
uses of which will complement the tele- 
vision demands. 

By 1955, with 322,000 ranges on our 
lines, our promotional efforts should be 
directed toward the clothes dryer, the 
water heater, the Calcinator, house cool- 
ing equipment and others, all of which 
will complement the use of the range 
and further fill in the valleys of our 
residential and system loads 

A general appraisal of the residential 
load suggests some fundamental prin- 
ciples, and I believe we should be in 
agreement regarding them. I should like 
to. present these 4 principles for your 
consideration. 

1. Development and growth continues 
because there still exists a vast un- 
exploited field of electrical usage. 
The development and growth of 
our industry demands that we study 
all possible applications of elec- 
tricity immediately and at the same 
time acquaint ourselves with their 
load characteristics. Otherwise, we 
may have an undesirable load thrust 
upon us by our customers, with 


(Continued on page 284) 
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Ranges, Clothes Dryers, Water Heaters and 300,000 
Television Sets—Detroit Edison Co. 
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How Soil Conservation Districts Affect 
the Public Utility Industry 


By Kent Leavitt 


Past President, The National Association of Soil Conservation Districts 


An address before Eighteenth Annual Convention of the Edison Electric Institute, 


HEN I was asked to join with 

you in this, your 18th confer- 

ence, I rather wondered why I 
had been asked. My first thought was 
well, maybe it was because the electric 
bill on my farm has increased from 
about $5.00 a month in 1935 to over 
$100.00 a month in 1950. 

And I must admit to you that every 
time I see that bill I do so with a great 
deal of appreciation for what Ernie 
Acker and his company have done for 
me—a most incredible service, fair 
weather or foul, and a great example 
to me of American enterprise at its best. 

Another reason for your asking me 
was probably my close association with 
Clint Spurr of the Monongahela Power 
Company. In my work with him, I have 
discovered that he is among the out- 
standing 





leaders, as is his company, 
among those who believe in and are 
practicing proper land use in America, 
who understand what proper land use 
means to this country ... to city people 
as well as to country people. 

I notice that your motto for this con- 
vention is—How can we turn today’s 
lessons to good account? Well, let us 
try and discuss some of the lessons of 
proper land use and some of the lessons 
of growing government interference, as 
it affects us in our business and in our 
lives, and see where we, particularly the 
land owners and operators are getting 
off in this developing country of ours. 
But before we try to discuss these les- 
sons let’s be very sure that we know 
what the lessons are. _ 


More People; Less Land 


As I see it, we are faced here in Amer- 
ice with a problem of more people and 
less land. It is a problem which, if we 
study history, we will find is of the 
utmost importance. 

More people and less land. That 
means less resources per capita. Now 
what do these resources mean to us— 
to you in industry? Let’s take a very 
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Here in America due 
to the plethora of food, and fiber and 
forest products that we have always 
had, we spend a smaller percentage of 
our national income for the essentials 


simple example. 


of life than any other nation in the 
world—on the basic essentials of life. 


Food and the National Economy 


Take food alone. Only 25 per cent 
of our national income in this country 
goes for food. The balance is available 
for all those things which we call our 
high standard of living—the standard 
of living of which we are so proud, be it 
expensive government, or churches, or 
hospitals, or automobiles, or electric re- 
frigerators—75 per cent of our national 
income is available for those things, and 
there is no other country in the world 
that comes near to achieving such a goal. 

Even before the war, England, in the 
low price time of food, was spending 
over 35 per cent for food alone. Italy 
was spending 50 per cent. We could 
go on to China and India where they 
are spending 90 per cent of their na- 
tional income for the basic essential of 
life—food. Now, how would you indus- 


trialists and public utility men like to 
compete in a country where 90 or 80 
per cent of the national income went 
for the basic essentials of life? That is 
what soil and water and natural re- 
sources mean to us, in our eftort to in- 
crease our high standard of living. 

History is full of examples, although 
they are not taught, of what happens 
to great nations who have turned their 
eyes away from their agriculture— 
turned their eyes away from their nat- 
ural resources. We are told in our his- 
tory books, perhaps, that the Roman 
Empire or some other civilization fell 
because of the mistake of some general 
or some politician. We are now begin- 
ning to realize that perhaps the results 
are due to the fact that they had run 
out of essential resources. 

You know the population figures— 
2 million more people in this country 
every year—2 million more mouths— 
2 million more individuals demanding 
the high standard of living that is based 
on these resources . . . a hundred million 
more than we had at the turn of the 
century, and at the same time 500,000 
acres of good farm land a year lost 
through improper land use. What are 
we doing about it? What are we going 
to do about it? What should a nation 
do about it? 

I believe that a nation must do three 
things. 


Ownership of Land 


In the first place it must change its 
thinking about the ownership of land 
—not its laws. We own our land under 
our state law. We must change our 
thinking from ownership in fee simple 
to do with as we see fit to the idea of 
trusteeship, because, after all, the duties 
of a trustee are very simple. There are 
only two basic duties of a trustee. One 
is to see that the life tenant gets a fair 
income, and the other is to pass the 
principles of trust on in as good or better 
condition than when we received it to 
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the next tenant —the ultimate bene- 
ficiary. 

If we in America can start thinking 
about our land in those terms, we will 
have taken the first big step in getting 
this job done. 


Proper Land Use 


‘The second proposition that we are 
up against and which we must continue 
with is to develop the science of proper 
land use. I believe we are leaders to- 
day in America in the science of proper 
land use, but we have only started, and 
that means research, and more research, 
by government, by good farmers and 
operators, by our land grant colleges, 
and by your industry in the science of 
proper land use. 

That science is a very broad science, 
because I incorporate in the science of 
proper land use the market for the 
produce of the land. We, in America, 
who are suffering today from an agri- 
cultural policy based on historic land 
use rather than on proper land use 
should begin to realize what the proper 
use of land should mean to all of us. 

Our third, and I think our most dif- 
ficult job is to get the science of proper 
land use applied to the land—applied to 
every acre of our land—without chang- 
ing our form of government. Many 
people in this country will tell you that 
the only way to get conservation, or the 
science of proper land use on the land 
in time is by mandatory legislation. 
‘There is a group which is very power- 
ful in this country that is advocating 
such a program. They have it in 
England. 


English Socialism on the Farm 


‘Today, you can’t farm the way you 
want to in England. You farm accord- 
ing to the dictates of some little bureau- 
crat from the central government. If 
you don’t follow his dictates, they can 
take you off the land. We don’t want 
that in this country, but as more and 
more of our city people begin to realize 
the importance of our national resources 
—more and more of those people may 
exercise their vote, and may say—‘Well, 
if you, the land owner and operator, 
don’t take care of this land, we will 
force you to do so.” 

That is one way of getting the ap- 
plication job done—mandatory legisla- 
tion. We don’t want it. 

There is another way that is being 
urged upon the people of this country, 
and that is by bribery—a big group in 
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Washington have already made a good 
start on this one. They say that the 
only way to get this job done is to pay 
everybody to do everything. Already 
we are spending some $300 million a 
year for the ACP program—Agricul- 
tural Conservation Program of the Pro- 
duction of Marketing Administration— 
in the name of conservation. 

Milton Eisenhower has said that only 
10 per cent of that money is well spent, 
but the people in charge of that pro- 
gram—and I have seen their plans, per- 
sonally—say, that $300 million a year 
is nothing. They say we should be 
spending a billion, or two, or five bil- 
lion dollars a year to get this job done 
because it is so important. That is the 
bill of goods they are trying to sell us. 
You know and I know that if such a 
program ever went through it would 
change our form of government. 


Nationwide Effort 


Now, if we are not going to take care 
of our land or apply this science to our 
land by mandatory legislation and if 
we are not going to do it by bribery, 
how are we going to do this job? Well, 
it's got to be done by a nation-wide 
effort, an effort so big that it gives a 
chance for anybody, no matter what his 
walk or station in life may be, to par- 
ticipate. And the public utility industry, 
who are owners and controllers of vast 
areas of land in this country, and who 
operate very closely with other land 
owners and operators, have a big chance 
of getting into this program—of getting 
the proper land practices applied to the 
land in a democratic way. 

My past experience with the Soil Con- 
servation Districts of this country has 
opened my eyes to the many ways that 
you can participate—that other people 
can participate in this program. 

In order that we understand 
each other, let’s spend a minute on the 
question of just what is a Soil Conserva- 
tion District. Back in 1936 a federal 
law was passed which set up the Soil 
Conservation Service as a bureau in 
the Department of Agriculture. Be- 
tween 1936 and 1950, the Soil Con- 
servation Service has grown and into 
it is packed about all the available knowl- 
edge on the proper use of the land that 
is obtainable today. In other words, it 
is a government bureau that is full of 
technical know-how, and available tech- 
nicians. That is as far as the federal 
government went. But the original law 
held that if states would pass enabling 


may 
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legislation which would enable the land 
owners and operators—the citizens of a 
state—to form Soil Conservation Dis- 
tricts, the federal government would sup- 
ply to these districts, the technical know- 
how to get this job done. 


State Enabling Legislation 


Every state has now an enabling act 
permitting the formation, by its land- 
owners and operators, of soil conserva- 
tion districts. Each state act is slightly 
different. 

Under those enabling acts more than 
2200 soil conservation districts have been 
formed. They are differently run in 
different states, but, basically, the way 
they are created is this: The landown- 
ers and operators of a given area peti- 
tion a state committee. The state com- 
mittee comes to the area, be it a water- 
shed or county, or just a group of land- 
owners. They listen to the applicants 
of the district. They hold a referendum 
of the land owners and operators, and, 
if a certain percentage of the land own- 
ers and operators vote in favor, the 
District is created. An election is then 
held, and the land owners and operators 
themselves elect some of their members 
to act as directors, or supervisors, or 
commissioners, for that Soil Conserva- 
tion District. 

A District has now been created. You 
would be interested, perhaps, in how 
the District is financed. Well, many of 
these commissioners and supervisors get 
per diem and mileage when they are 
out working for their District, but in 
no case do they get a penny of that 
money from the federal government. It 
either comes from a state appropriation 
or as in New York State, the state law 
says they may be paid but no state ap- 
propriation has ever been made to pay 
them. In New York State many coun- 
ties vote per diem and mileage to these 
directors when they are out working 
for the District. 


Soil Conservation District Functions 


What are the functions of a District? 
The Soil Conservation District is the 
only agency, if you want to call it such, 
that is created by law, with the obliga- 
tion and power of coordinating the ac- 
tivities and programs of all other agen- 
cies—be they federal, be they state, be 
they private—interested in proper land 
use. They are set up to coordinate those 
efforts at the land level. Some of them 
are functioning very well. Others are 
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not. But they are an effort in which 
you should take an interest. 

‘ A Soil Conservation District, once 
formed, usually applies to the Secretary 
of Agriculture for one or more tech- 
nicians. They write a memorandum of 
understanding or agreement with the 
Secretary of Agriculture in obtaining 
those technicians. The federal govern- 
ment supplies the technicians and, often, 
an office, although some states are now 
supplying their own offices. 


Democratic Methods 


But the agreement between the Ser- 
vice and the local District is a very 
interesting one because it can be ter- 
minated on 60 days’ notice. In other 
words, if the farmers, the land owners 
and operators feel that the government 
technicians are in any way pushing them 
around, they can write that agree- 
ment off on 60 days’ notice. So you 
see, if the Districts are well run by the 
land owners and operators, it is a com- 
pletely democratic and very, very sound 
method of approach. 

The Districts write agreements with 
any other agency—not just the Soil 
Conservation Service. They have agree- 
ments with the extension service of the 
land grant colleges. They will have 
agreements with their state conservation 
department. They will have agreements 
with their State Highway Department. 
They will have agreements even with 
village highway departments. Why? 
Because they are attempting to get 
farmers to adopt long-term conserva- 
tion plans on every farm in this country 
and need assistance of many kinds. 

Mind you, I said we had 2200 Soil 
Conservation Districts formed in the 
United States. There are only 3000 
counties in the United States and most 
of these Districts are county-wide or a 
little bigger, so you see that better than 
three-fourths of the United States is 
within the boundaries of Soil Conserva- 
tion Districts. We have the tool with 
which to get this job done. Our big 
job now is to make Districts more effec- 
tive and get the job done. 


Farm Conservation Plan 


But to go back to the activities of 
Districts. Supposing you, a land owner 


and operator, become interested in a 
farm conservation plan. What do 
you do? 


You go to the director of the District 
—the supervisor of the District who 
is probably your neighbor, a farmer. 
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Or you may go to the technician. A 
series of conferences are held. A plan 
is developed that is based on the capa- 
bilities of your land. This plan should 
provide for the use of every acre ac- 
cording to its capabilities and treatment 
of it according to its needs. ‘That is 
the essence of the job we are trying to 
do. It is our hope to get every farmer 
in America to put such a plan into 
effect on his land. 

Now when this plan is developed— 
if there is work to be done—let’s say 
the construction of a division ditch to 
lead excess water off to a safe place to 
avoid erosion. . . If there is a stone wall 
to be moved . . . If there is irrigation 
to be done, or drainage, and such work 
takes equipment that no farmer would 
own, it is the obligation of the District 
to obtain such equipment, to bring it 
to the farm, and to get the job done 
under the supervision of the technicians. 

But who pays the bill? The farmer 
pays the bill. And in most Districts, 
they have a solid, cash-on-the-barrelhead 
rule, that before a machine goes on the 
farmer’s land he puts the estimated cost 
of the job in the bank in the name of 
the District. And in many districts 
they are doing from $100 to $300 hun- 
dred thousand 
with 


worth of work a year 
converting the 


land to its best and most profitable use. 


farmers’ money, 


Educating the Farmer 

That is the basic job that these Soil 
Conservation Districts have set them- 
selves up to do, and, as you can see, 
It is a job that 
takes coordination and cooperation from 
all the various strata of society. We 
have an educational job to do. The 
land grant colleges usually are assigned 
the job of educating the farmer to the 
point where he will use the facilities 
of the District, but education goes far 
beyond that. 


it is not an easy job. 


Education is such an important part 
of the whole conservation job. We must 
start in the schools and not just with 
adults. Do you know what the schools 
in your areas are teaching the children? 
Are they teaching that America is the 
biggest, the richest, the finest, the 
strongest place in the world—with un- 
limited resources, as I was taught in 
Or are they trying to teach 
the children that they must take care 
and have a real cognizance of the value 


of our resources? 


school ? 


Those are the things 
that you ought to find out and know 
about. 
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We have found in New York State, 
that our great state Department of Edu- 
cation—which consumes more than 55 
per cent of all the tax money raised 
in New York—is going its own merry 
way with little cooperation with the 
land grant college, or the Department 
of Conservation, or the Department of 
Agriculture and Markets. The heads 
of these departments know each other, 
but there is little coordination at lower 
levels. How can we expect to have a 
population that will take care of our 
resources if they are not taught the 
value of our resources from the start? 
That is why I say education is so vitally 
important in this whole picture. 


Water Resources 


I would like to talk to you a minute 
about our water resources. In the 
first place, has the United States got 
a policy on water resources? If it has, 
it is a very patchwork, piecemeal policy. 
Particularly in policies of flood con- 
trol, we in the United States have gone 
at this job backwards. We have started 
at the bottom of the river and worked 
back up to the top. 

There is only one way, sensibly, to 
attack a water project, and that is— 
as you say in “Principles for Sound 
Water Resources Development,” in 
Item 15... you start where the water 
falls and work down. I, myself, have 
visited a good many state and federal 
dams. You, probably, have studied them 
far more carefully than I have. 

You have probably found, as I have 
found, that in the specifications for 
some of these dams that there will be 
“X-million dollars” set aside for a sil- 
tation basin, where silt is caught so it 
won't damage the future functioning 
of that dam. How many of you have 
the watershed above the 
dam and tried to figure out what it 
would have cost to control that water- 
shed so there would not be any siltation 
in the dam. 


gone out on 


Siltation Expense 


I know of one particular dam out 
West where $10 million was set aside 
for a basin. Yet men who 
know about proper land use tell me 
that one million dollars spent on the 
watershed could have permanently pre- 
vented siltation and thus prolonged in- 
definitely the life of the dam. 

A good example of proper land use. 
Let me leave big dams and take you 
to my little Soil Conservation District 


siltation 
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at home. Several of my neighbors have 
established farm plans—myself included 
—on our own little watershed. Last 
year we had something like four inches 
of rainfall in one 48-hour period. Some 
of these conservation plans called for 
farm ponds. Many of these ponds are 
used for irrigation and stock water. 
They were empty at the time of the 
heavy rain. In that particular 48 hours, 
we figure we held back 57 acre feet of 
water from going down and helping to 
flood out a little village. That is proper 
land use. That is water conservation. 
That is water control. 

Soil ‘Conservation Districts are fight- 
ing for that. You can take the indi- 
vidual Districts. They are doing it. 
Step it up a little bit to perhaps areas 
of this country that you know far bet- 
ter than I . . . The Washta area of 
Oklahoma . . . The Little Sioux area 
in lowa. There you have groups of Dis- 
tricts working on much larger areas or 
watersheds. How are they doing it? 
They have a representative of the Board 
of Directors of each of these Districts 
on a central board. Those people are 
cooperating with the army engineers, the 
reclamation service, with anybody else 
who will work with them, to get com- 
plete water control in their area 
Water control from the top down, not 
from the bottom up. 


Muskingum Conservancy District 


Step it up a little further. Take 
something like the Muskingum Conser- 
vancy District in Ohio. There the east- 
ern third of the State of Ohio is now 
in a conservancy district. Although the 
federal government helped with the 
financing, there is local control and 
great local participation in the proper 
use of the land. 

Proper land use can help you, not 
just those of you who are in the hydro 
business, but also with your customers 
in all kinds of public utility business— 
because, if people take care of the land, 
they are not only going to be better 
farmers, but you are going to have a 
better economy all the way through. 

I don’t want to leave that economy 
without one word — about America’s 
agricultural policy. We have had an 
agricultural policy based on an historic 
use of the land, and we are paying for 
it heavily through the nose. Those of 
us in District conservation work believe 
that the agricultural policy that we 
should have in this country is one based 
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The Customer, The Investor and You 


(Continued from page 259) 


Over the signature of the Company 
president accompanying interim earnings 
statements, Delaware Power & Light 
has been giving stockholders informa- 
tion on encroaching socialism. In simi- 
lar fashion, Public Service Company of 
Colorado advised stockholders of a suit 
against it by the Government involving 
water rights in which the Company 
raised the constitutional issue of the Fed- 
eral Government’s right to build dupli- 
cating facilities in competition with tax- 
payers. Last year Southern California 
Edison issued an appropriate 4th of July 
message on the status of liberty in the 
United States. Philadelphia Electric 
covered the subject of “creeping so- 
cialism” in its stockholder quarterly us- 
ing the familiar story of the camel in 
the tent. There are numerous cases of 
companies using their annual report to 
cover subjects beyond the information 
about the company that is usually given. 


on the proper use of the land; and the 
proper use of the land must bring in 
the available markets for the produce 
of the land. 

Before I leave Soil Conservation Dis- 
tricts, let me point out one other thing. 
These individual Soil Conservation Dis- 
tricts have formed state associations of 
their supervisors, and directors. Every 
state but two in the United States has 
a state association of Soil Conservation 
Districts and they, in turn, realizing 
there are some problems too big for 
them to cope with, on a state level, have 
formed the National Association of Soil 
Conservation Districts. 

That organization is privately fi- 
nanced. I won’t go into the details of 
the financing here because I think it is 
inappropriate; but what I urge you 
to do is go back home and find out how 
many Soil Conservation Districts there 
are in your area and what they are 
doing, and see if you can’t help them. 
Because, basically we are trying to do 
three things. 

We are trying to guarantee for the 
future the producing ability of American 
soil. 


Three Basic Principles 
We are trying to make every contri- 
bution possible to the conservation and 
control of our water resources. 


We should continue these informative 
efforts and greatly expand our program 
for doing so. We should not hesitate 
to call on stockholders for action and ask 
their help on company, industry and na- 
tional matters. We should assume and 
treat our stockholders as permanent own. 
ers and we should expect their interest 
and help consistent with such a premise. 


A Powerful Force 


The existence of such a large group of 
stockholders can be a powerful force in 
the support of the principles of free en- 
terprise. As a group they should prove 
a strong influence toward the elimination 
of unfair Government competition in the 
field of private business. Our stockhold- 
ers, together with those of all other busi- 
ness enterprises, represent public opinion 
and there could be no better group to 
spread the true facts about American 
economic philosophy and halt the trend 
toward socialism. 


And No. 3—to make every contri- 
bution possible to the protection of our 
wild-life resources and the development 
of our recreational areas. 

These are the basic things that the 
Soil Conservation Districts are trying 
to do, and they are trying to do them 
in the shortest possible time within the 
confines of a democratic government. 


Conserving Water Nature’s Way 


In closing, I would like to read you 
just four short lines that I picked up the 
other day. These lines did not come 
from a rabid conservationist, and they 
did not come from a government bureau. 
They came from the Royal Bank of 
Canada in a recent news release. The 
Royal Bank says: 

“Conserving water Nature’s way is 
no mean objective. To unriddle the 
subtle aspects of soil-water-plant-animal 
complex offers the natural science an 
exciting cooperative adventure. To per- 
suade men of the wisdom of cooperation 
and forward-looking, slighting their im- 
mediate good for the good of all, is an 
objective worthy of the best in the social 
sciences. To deal wisely with the vary- 
ing needs of agriculture and industry 
in the present and for the future: that 
is a challenge to government, to indus- 
try, and to the individual worthy of 
the very best that is in them.” 
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The Sales Job Ahead 


By G. W. Evans 


Vice President and General Manager, Kansas Gas and Electric Company 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


HE primary problem of the Elec- 

tric Utility Industry during the 

war years and in the immediate 
years thereafter was the installation of 
new facilities in order to meet the ever- 
increasing demands for electric service. 
It is not uncommon to find companies 
who have increased their generating ca- 
pacity by one-half to two-thirds since 
the end of World War II. While there 
has not been a general power shortage, 
there have been a few sections of the 
country where maintenance of a _ rea- 
sonable reserve capacity has been a 
problem through a part of 1949. (The 
Pacific Northwest, due primarily to the 
threat of competition by Federal and 
State projects, still has a difficult power 
supply situation. ) 


New Security Issues 


Management also faced the problem 
of raising new capital with which to 
finance these construction programs. 
Ratios between Equity Capital and 
Funded Debt had to be maintained or 
at least kept in reasonable balance. This 
was accomplished by selling both Com- 
mon stock and bonds. In some cases the 
two were sold at the same time and 
most utilities have issued new securities 
a number of times since the end of the 
war. 

In order to finance on attractive terms 
and rates it has been necessary not only 
to maintain but also to increase net 
The Net Income available 
for dividends must be enough to earn a 
reasonable return on the new money 
and also it must be high enough to con- 
tinue to attract new capital. In a num- 
ber of cases it has been necessary for 
electric utilities to make a nominal in- 
crease in rates. In some cases the appli- 
cation of a fuel clause or the upward 
adjustment of the existing fuel clause 
was sufficient. 

As early as 1948, certain forward 
looking utility companies realized that 
expansion of their sales department 
should be started so that when active 
sales efforts were needed, the sales de- 
partment would be under “full steam.” 


earnings. 


City, N. J., June 6, 1950 
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Yet in the same year—1948—there were 
a few companies who actually reduced 
their sales personnel. Even in 1949 
there were a few companies who were 
not awake to the future sales problems, 
or they were so busy with other things 
that very little constructive planning was 
accomplished in the sales department. 


Forgotten Men 


We cannot blame this situation en- 
tirely on the sales group. During World 
War II, the personnel of the sales de- 
partment were used for everything ex- 
cept sales work. For example our in- 
dustrial power salesmen assisted indus- 
tries in changing methods and proce- 
dures which materially improved their 
output in the war effort. In most cases 
the sales personnel were reduced and as 
others left the company, they were not 
replaced. Those that were left with the 
company had almost forgotten what it 
was to work at sales. 

During the war period and ever since, 
our loads have continued to increase. 
This has led to the fallacious belief held 
by certain groups in our companies that 
so-called “gravity sales” has been a ma- 
jor factor in building our business. The 
top men in accounting, finance opera- 


tion—yes, and even in executive de- 


partments, have been known to succumb 
to this opinion. 

I have my serious doubts if there is 
any such thing as gravity business, but 
assuming that there is, our past progress 
and growth was not accomplished by 
“gravity sales” and gravity sales are not 
enough now, nor will they be sufficient 
in the future. A half-hearted sales ef- 
fort is almost a waste of money. But a 
well planned, well directed and care- 
fully executed sales program is essential 
to the future welfare and growth of our 
business. 


Spotlight on Sales 

Once again the “spotlight” is focused 
on the sales department and its activi- 
ties. No longer is the sales department 
a stepchild but salesmen are again tak- 
ing their place as one of the most essen- 
tial groups in the electric utility business. 

This changed situation which has 
taken place quite suddenly presents some 
interesting questions: 

Do we have a well organized and 

well trained Sales Department? 

Are the sales people themselves ready 
and anxious to work at sales? 

Does Management realize the amount 
of money and manpower required 
to build an aggressive and func- 
tioning Sales Department? 

Is Management ready and willing to 
actively support an all-out Sales 
Program ? 

Does Management understand that 
while a Sales Department can be 
torn down “overnight,” that it is 
harder to build and, in fact, takes 
longer to build a functioning Sales 
Department than it does to con- 
struct an addition to a power plant? 
For in restoring morale and re- 
building a Sales Department, you 
are changing, molding and training 
men, rather than dealing with in- 
animate objects. 

The economy of this country was 
built on Sales. Salesmen helped to cre- 
ate wants and then they proceeded to 
satisfy these wants. On every side we 
hear comments about the next recession 
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or depression. If we are to avoid this 
deep valley in our business cycle we 
must have aggressive selling—for only 
through sustained, revitalized and cre- 
ative salesmanship can we expect to 
maintain, our present high level of pro- 
duction. And remember, regardless of 
our plant facilities, the dollars do not 
come in until sales are made. 


A Changed Economy 


All of a sudden Management realizes 
that our economy has changed. Supply 
and demand are again coming into bal- 
ance. The easy market has disappeared 
and there is active competition for the 
consumer’s dollar. Sales are now being 
made only if we know how to sell. This 
is a healthy condition. The number one 
problem today is creative salesmanship, 
not just order-takers, or product sales- 
men, but salesmen with the initiative, 
vision and planning necessary to sell the 
benefits of electric service and, also, cre- 
ate a friendly and understanding feeling 
among our customers. 

Alert Management is awake to this 
change and realizes the importance of a 
revitalized sales program. Presidents of 
electric utility companies are like other 
people, they usually ride only one horse 
at a time. First emphasis was on plant 
expansion, then financing, then rates 
and now it is on sales. They want per- 
formance and results—yesterday. 

Sales executives must convert 
their thinking and make plans in keep- 
ing with changed conditions. In some 
cases this will require a real conversion. 
They will have to turn completely 
around and start the other direction if 
they are to accomplish the sales job 


ahead. 


also 


Purchaser's Viewpoint 


In this connection I would like to 
make a brief comment about selling. 
They say that the best person to tell 
vou how to raise children is a 


who does not have any. 


person 
By the same 
token, I may be a good person to com- 
ment on selling because I don’t sell 
directly. However, I am a_ purchaser 
and, therefore, an authority on what in- 
terests 
can only sell me something that is good 
for me, something that improves the 
operation of my business, or something 
that increases the profits of my business. 


me. Now as a purchaser you 


Knowing very little about selling— 
and hence an authority—may I make 
four general observations about selling. 

First, we must believe in ourselves. 
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If there is any one who needs confidence 
He must be a confirmed 
optimist. Our neighbors were quite con- 


it is a salesman. 


cerned with their young son who was 
an extreme optimist and they wanted 
him to realize that everything in life 
would not always come his way. A 
that 
they give him only one gift for Christ- 
and that it be “horse manure” 
wrapped in a_ fancy After 
Christmas the psychologist came over to 
the neighbor’s house and asked the boy 
what Santa Claus brought him. He 
replied, “‘A horse, but I have not found 
him yet.”—Be optimistic, keep expect- 
ing to find the horse. 

We must know our product and how 
it can be used. Not just how our cus- 
tomers are using our service but what 
additional use they can make of our 
service. We must understand the vari- 
ous applications of electric service to 
the customer’s business. 

Just as important, we must approach 
selling from the customer’s viewpoint. 
What does the customer need, what does 
he want, what is good for him. The 
customer is not interested in our prob- 


practicing psychologist suggested 


mas 
package. 


lems, but he becomes interested in us 
only as we become in him. 


Work and Work Hard 


Finally, we must work and work 
hard. 
abilities nor our talents. We are con- 
tent to talk about our job but we are 
not drivers enough to use all of our 


Most of us do not use all of our 


resources. 

While I had not planned to discuss 
the details of our Company’s sales pro- 
gram, I will briefly outline what we 
expect our Sales Department to accom- 
plish. 

First, we expect them to retain all 
of our present business. This may sound 
easy. However, we find that our cus- 


tomers are beginning to check costs 
At the same time our 
actively in the 
market trying to convert our customers 
kinds of 


that 


closer than ever. 
competitors are again 
to other 


power. Some large 


industries have need of surplus 
steam may consider installing their own 
steam plant. 

Diesel 


serious competition, much more so than 


The gas-burning unit offers 
the old, oil-burning Diesel. Natural gas 
is a worthy competitor in a number of 
applications and the gas companies are 
both extending their markets into new 
areas and, are becoming more aggres- 


sive. Some of the electric utilities who 
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have not experienced natural gas com. 
petition may have some soon as natural 
gas reaches additional markets. 

The main responsibility of the sales 
department is to build profitable new 
business, with consideration for the type 
of load and the cost necessary to serve, 
In the residential field our Company 
does not sell merchandise to the cus 
(except in a few small rural 
towns where there is no appliance deal- 
er). We do have an active dealer co- 
operation plan which includes advertis- 
ing, sales help and a training school for 
dealer salesmen. Included in our reg- 
dential activity is lighting, Reddy Kilo- 
watt wiring—we hardly think that ade- 
quate wiring is enough — all-electric 
kitchen promotion and complete mod- 


tomer 


ern electrical living in the home. 


Functional Responsibility 


We believe that the “full use” cus- 
tomer is a friendly customer. For the 
electric cooking customer who uses 250 
kwhr per month, electricity can be 
bought in Wichita as cheaply as it can 
in Nashville, Memphis, Knoxville, or 
Chattanooga, that have TVA 
power. This has been accomplished 
without any tax or other governmental 
subsidies which the TVA customers en- 
The residential field for electric 
sales is almost unlimited if we really sell. 


towns 


joy. 


In the rural program we have rural 
salesmen and local agents who help the 
farmer apply electricity to improve pro- 
and farm Plans are 
being followed with the idea in mind 


duction income. 
of developing the overall rural economy 
and thereby improving the economic wel- 
fare of the whole territory served. Also, 
we work very closely with the REA’s 
in our territory in their legitimate farm 
program. Kansas is one of the few 
states that has been able to maintain the 
“Committee on the Relation of Electric- 
ity to Agriculture.”” Headquarters for 
the Kansas CREA are at the Kansas 
State College and the REA’s and mv- 
are members and_ they, 
together with the electric utilities, are 
advancing the use of electricity on the 


nicipal plants 


farms. 
Picking A Successor 


In 1947 our rural salesmen contacted 
every prospective rural customer in our 
territory and offered to extend electric 
service to them upon the signing of 4 
contract. And every individual in our 
rural territory who indicated that he 
wanted electric service was furnished it. 
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While there are still a few people in 
our rural territory who do not have 
electric service, we estimate that about 
98 per cent of them now have electric 
service. 

The application and use of electricity 
in commercial establishments has lagged 
in most areas. It is our idea that our 
commercial sales people should know 
some of the fundamentals of retail sell- 
ing. Thus we can assist commercial 
stores in a modernization program. This 
can be done by “toning up” their sales 
methods through lighting, air condition- 
ing, electric cooking, refrigeration, froz- 
en food cases, automatic electric devices 
and other labor-saving applications of 
electric service. 

A well planned industrial develop- 
ment program includes assistance to pres- 
ent industries in the nature of using our 
service more efficiently, multiplying the 
output of manpower, helping them find 
markets for their products and furnish- 
ing sales hints. In addition to helping 
those industries already located in the 
territory, the right kind and type of 
new industries are assisted in moving 
into the Company’s service area. Notice 
that the right kind of new industries 
was emphasized. Also it is one of our 
obligations to help develop the natural 
resources of our territory, particularly 
since Kansas has large agriculture and 
mineral resources. 


School Lighting Programs 


One of the least profitable, from a 
dollar return standpoint, but at the 
same time one of the most important 
activities of the sales department, is 
working with the school and municipal 
authorities. We have actively engaged 
in a concerted school lighting program. 
A new low rate for municipal service, 
including schools, was filed and this was 
used as one of the tools to sell modern 
lighting to our schools. In 1947, a bond 
issue voted in Pittsburg, a town of 
25,000 population, the proceeds of which 
were used to relight all the schools in 
the city. This is one of the earliest cases 
where a complete relighting of an entire 
school system was accomplished. 

Within the last 5 years new street 
lighting contracts have been made with 
all the cities, towns and villages served. 
New and modern street lighting systems 
will be completed by the end of this 
year in every town we serve with the 
exception of Wichita. In the case of 
Wichita we have agreed to spread ap- 
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proximately one million dollars for a 
new street lighting system, the construc- 
tion of which is now under way and 
should be completed in about three years, 

By such active programs of coopera- 
tion with our local governmental bodies, 
we have been able to foster a friendly 
feeling and increase the good will of our 
city, county and school officials. The 
dollar return may not be much but the 
position of our Company in the opinion 
of the public has been greatly improved. 

This broad program of building profit- 
able new business cannot be accomplished 
by the sales department alone. Real sales 
consciousness comes only when top man- 
agement becomes vitally and actively 
interested in sales work and all the em- 
ployees know that they are interested 
in sales. In addition, the other depart- 
ments are brought around to the reali- 
zation that the sales department is not 
only a necessary evil but really worth- 
while. 


Selling the Sales Department 


Under such favorable conditions the 
personnel of the Company will be sold 
on the necessity, value and importance 
of a functioning Sales Department. An 
example or two of the spirit among our 
employees may be of interest. 

A Line Supervisor in one of our Divi- 
sion towns took me out to show me a 
distribution line he had to rebuild. This 
was when our sales slogan was “Kitchen- 
ize.” He stated that he intended to 
“Kitchenize” the line. I asked what he 
meant. He replied that he was going 
to put in heavy enough copper and large 
enough transformers to serve all the 
electric kitchens that the sales group 
could sell. I hope we have to “Kitchen- 
ize” all of our lines. 

We had our Operating Supervisors 
attend our annual Company Sales Meet- 
ing this year. After the meeting the 
wife of a power plant superintendent 
called me and stated that all she had 
heard from her husband since he arrived 
home was about our sales plans and if 
he was so sold on this program why 
couldn't we tell the wives direct so that 
they too could catch the same enthusi- 
astic spirit. 

And a final example is one where the 
sales program was being explained to a 
group of employees in another power 
plant. One of the operators spoke up and 
mentioned that he was a pretty good 
cook. If the Sales Department would 
assist him he would like to demonstrate 
the conveniences of an electric range 
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at the school in his small home town. 

These are examples of what happens 
and the interest generated even among 
operating personnel when the organiza- 
tion becomes sales minded from the Pres- 
ident on down. 


Create Good Will 


But the most important thing a sales 
department can do—even more impor- 
tant than the two that I have outlined ; 
retain present business and build profi- 
table new business, is to create good will 
and a friendly understanding spirit 
among our customers. 

I do not intend to discuss the question 
of Government ownership of business, 
but I do want to point out how sales 
can and will materially assist in mini- 
mizing this problem. 

Socialism usually takes three forms— 
social welfare, excessive government con- 
trol and actual government ownership 
of industries. Under our complex eco- 
nomic system, certain conditions may 
arise which are beyond the control of 
individuals. Perhaps there is a need, par- 
ticularly in large industries, for a cer- 
tain amount of social benefits to meet 
such contingencies. 

We all know the damage that security 
and welfare, if carried to the extreme, 
will do to the self-reliance and initiative 
of people. Also we realize that there is 
no such thing as security. Nonetheless 
there may be some justification for a 
limited amount of social benefits. I be- 
lieve that we should look at the ques- 
tion with an open mind and determine 
what are our obligations. The more 
business does in this field the less the 
government will need to do. Either we, 
as enlightened businessmen, will meet 
this responsibility through reasonable 
pensions and other employee benefits, or 
the government will, and we will pay 
more for it in taxes. 


Saving the “Profit and Loss” System 


I believe that if we should meet the 
reasonable minimum requirements of se- 
curity and welfare programs and present 
a solid front against the other two, 
namely, government control 
and outright government ownership, we 
can save our “Profit and Loss” system. 


excessive 


No business can successfully meet this 
challenge and obligation unless it re- 
mains financially strong. A sure way to 
have a social upheaval is to have an eco- 
nomic recession. We cannot afford to 


(Continued on page 280) 
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The Washington Water Power Company 
Wins Charles A. Coffin 


“WELL-CONCEIVED and 
superbly executed ‘Better Ser- 
vice Program’ ” and “leadership 
in the creation and resourceful operation, 
in the public interest, of the Northwest 
Power Pool” in its service area won for 


The Washington Water Power Com- 





pany, Spokane, Wash., the electric in- 
dustry’s most coveted token of distinc- 
tion, the Charles A. Coffin Medal, 
awarded at the 18th Annual Convention 
of the Edison Electric Institute in cere- 
monies conducted by 
Institute President 
Elmer L. Lindseth. 
Ralph J. Cordiner, 
Executive Vice Presi- 
dent of General Elec- 
tric Company, made 
the presentation to 
Kinsey M. Robinson, 
President of the Com- 
pany. 

The Washington 
Water Power Com- 
pany wasselected 
from a total of 34 
other operating elec- 
tric companies, rep- 
resenting every sec- 
tion of the nation, 
whose achievements 
in 1949 were, in the 
opinion of a special 
nominating panel, 
worthy of considera- 
tion for the Award. 

In winning the 
Coffin Medal this 


year, Washington Water Power became 
the first company in the 28-year history 
of the Award to receive it twice, having 
been honored for the first time exactly 
ten vears ago, in the spring of 1940. 

Final determination of the winning 
company was made by a Committee of 
judges Dr. James R. 
Killian, President of Massachusetts In- 
stitute of Technology, C. W. Kellogg, 
Past President of the Edison Electric 
Institute, and Mr. Lindseth. 


consisting of 


The judges, in citing Washington 
Water Power’s achievements, pointed to 
its “excellent operating and engineering 
performance, wise commercial policies 
They 
also noted the “extraordinary, loyal and 
enthusiastic participation’? by company 
employees in its “‘Better Service Pro- 
gram.” 


and aggressive sales promotion.” 


Extensive use was made by the win- 
ning company of public opinion surveys 
to guide their widespread “better ser- 
vice” activities; and “friendmaking”’ for 
the company was “placed on a campaign 
basis.” 


In an area where local and Federal 





Washington Water Power Company’s President, Kinsey M. Robinson (Right) accepts 
the 1949 Charles A. Cofin Award on behalf of his company from Ralph J. Cordiner 
(Center) Executive Vice President, General Electric Co., donor of the annual award 
in the ceremonies at the 18th annual EE] Convention conducted by Institute President 


E. L. Lindseth. 


Award 


government power operations are con- 
centrated, Washington Water Power’ 
program produced “an overwhelming 
partiality to the company.” Long-term 
franchise renewals by a number of com- 
munities, and friendliness to the com- 
pany during the power shortage in the 





Northwest last year were evidences of 
At the close of 
1949, the company’s public opinion sur- 
vey showed that “only 9 per cent of the 
population served by the company desire 
public power.” 
When the region 
faced a power short- 
age in 1949, Wash- 
ington Water Power 
mobilized manpower 
and facilities in re- 
activating the war- 
time status of the 
Northwest power 
pool. Private .utilities 
and _ public power 
groups were induced 
to put aside political 


the program’s success. 


differences, and_ the 
Northwest Utilities 
Conference  Associa- 


tion was organized to 
get the utmost from 
their power 
ces. A power defici- 
ency was experienced 
in the area, but it was 
offset “with mini 
mum inconvenience 
(Continued on 


page 287) 
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Report of the Prize Awards Committee 


By George E. Whitwell 


Chairman, Prize Awards Committee, EEI 


Excerpts from the Prize Awards presentation at the Eighteenth Annual Convention of the 
Edison Electric Institute, Atlantic City, N. J., June 7, 1950 


HE prize awards administered by 

the Edison Electric Institute are 

important to the electric industry 
not only insofar as they recognize out- 
standing achievements in the fields they 
cover, but also because they are a con- 
tinuing source of inspiration to the peo- 
ple engaged in the electric utility busi- 
ness. Since the winners of the awards 
are chosen only on the basis of the re- 
sults obtained, it is not necessary in 
competing for these awards to prepare 
elaborate or costly entries. In conse- 
quence, the smaller electric companies 
have the same opportunities to win as 
larger ones. 

There are two awards made annually 
at the Institute’s Convention: First, the 
Claude L. Matthews Valor Award 
which honors acts of devotion to duty 
wherein extraordinary courage has been 
exercised in an effort to maintain or 
restore important electric service; and, 
second, the Reddy Kilowatt Annual Re- 
port Contest Awards established ten 
years ago and open to all business-man- 
aged electric power and light companies 
with the objective of creating greater 
stockholder interest and understanding 
of company reports and finer public re- 
lations among stockholders by ‘enabling 
them to better understand the company’s 
problems and accomplishments. 

Our sincere appreciation is extended 
to all of those who have competed for 
these awards. They have helped us 
through their entries and, whether win- 
ners or not, have gained greatly for 
themselves and their companies through 
their efforts. 


Donors and Judges Commended 


To an even greater extent, perhaps, 
we are deeply indebted to the donors. 
To them accrues a far-extending value 
not only in the overall recognition and 
Promotion of their products and services, 
but in the approbation with which they 
are regarded by both customers and 
competitors. ‘ 

In addition, we are grateful to those 
who gave so freely of their time in judg- 
ing the entries. Each member of the 
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Prize Awards Committee of the EEI 
desires to express his thanks for the in- 
terest shown by the judges and for the 
very real work which they did in de- 
termining winners, a job this year which 
was peculiarly difficult because of the 
excellence of the many entries. 


CLAUDE L. MATTHEWS 
VALOR AWARD 

It is a distinct opportunity with the 
presentation of the Claude L. Matthews 
Valor Award to be able to recognize 
devotion to duty within the electric util- 
ity industry that has resulted in better 
service to the public. 

The judges in this contest were: 

H. O. Sprinkle, Manager of Op- 
erations, Monongahela Power 
Company, Fairmont, W. Va. 

Herbert M. Sharp, Personnel Di- 

Western Division, Ni- 
agara Mohawk Power Corp., 
Buffalo, N. Y. 

Harry Ferguson, Vice President, 
Operating Department, Penn- 
svlvania Power and Light Com- 
pany, Allentown, Pa. 

There are two winners this vear of 
the Claude L. Matthews Valor Award. 
Thev are of equal value and importance. 
The citation with respect to one of them 
is as follows: 


rector, 


“On the property of the Kentucky Utilities 
Company, on December 19, 1949, in the Lex- 
ington Power Plant, Mr. John Fallis, boiler 
operator, demonstrated high fidelity to duty 
by courageous and prompt action at great 
personal risk. 

“While on duty as boiler operator, Mr. 
Fallis heard an unusual noise in the turbine 
room. He discovered one of the turbines in 
great distress, operating at excessive speed 
and vibration. Ignoring the danger to him- 
self, he attempted to close the throttle, but 
it was jammed open. Several pieces of metal 
fell from the machine while he worked on 
the throttle. Finding he could not close the 
throttle, he hurriedly proceeded to the main 
header above and back of the boilers, where 
he found the header vibrating dangerously. 
He closed the valve to the turbine, thereby 
saving it from total failure. 

“The courageous and prompt action of 
Mr. Fallis prevented large loss of equipment 
and interruption of service to thousands of 
customers. It was in keeping with the high 
traditions of the electric service industry.” 


The other Claude L. Matthews Valor 
Award goes to Mr. A. L. Herriott of 
the Texas Power and Light Company. 
The judges’ citation for Mr. Herriott 
is as follows: 


“On the property of the Texas Power and 
Light Company, during a severe ice storm 
which began on January 26, 1949, Mr. A. L 
Herriott demonstrated unusual devotion to 
duty in restoring and maintaining electric 
service. 

“Mr. Herriott, a Local Representative at 
Denton, Tex., suffered a broken leg as a 
result of a fall from an ice-covered pole 
early in the storm. With his leg in a cast 
and ignoring the pain, he gathered together 
a temporary crew and worked almost with- 
out stopping for several days, restoring elec- 
tric service to his area. 

“His conrageous actions and devotion to 
duty constitute a fine example for everyone 
engaged in public service.” 


REDDY KILOWATT ANNUAL 
REPORT CONTEST 
The Reddy Kilowatt Annual Report 
Contest Awards have been most valu- 
able in humanizing and making more 
understandable the Annual Reports ‘of 
electric utility companies. Far better re- 
lations with stockholders have been the 
important result. 
The judges in the Reddy Kilowatt 
Contest were: 
Fischer S. Black, Editor, Electrical 
W orld. 
Merryle S. Rukeyser, Economic 
Analyst and Financial Writer. 
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Two Claude L. Matthews Valor Award winners, A. L. Herriott, Texas Power & Light Co., and John Fallis, Kentucky Utilities Co. 


received prizes for 1949. Left to right above are: Claude L. Matthews, President of the W. N. Matthews Corp., award donor; A. L. 
Herriott, R. A. Browinski (who accepted the award for John Fallis), and G. E. Whitwell, chairman of the EEI Prize Awards Committee, 


Tom P. Walker, Vice President, 
Irving Trust Company. 

Harold H. Young, Partner, East- 
man, Dillon & Company. 

The winner this year is the Union 
Electric Company of Missouri, St. 
Louis, Mo., represented by Ralph 
Moody, Vice President of that company, 
who will accept the for the 
company. 

Three companies received Honorable 
Mention on an equal basis. The first 
of these is the Arkansas Power & Light 
Company, Pine Bluff, Ark. Second is 
the Central Arizona Light & Power 
Company, Phoenix, Ariz. Third is the 
Pennsylvania Power & Light Company, 
Allentown, Pa. 

In addition to these awards made at 
the Convention there are other awards 
which were presented at the Chicago 
EFI Sales Conference held during the 
first week in April. At that time, four 
awards were made: The Planned Light- 


award 


ing Awards, launched three vears ago 
by the Edison Electric Institute and the 
Better Light-Better Sight 
raise the standard of 
residential, commercial and _ industrial 
the Laura McCall Awards for 
excellence in home service accomplish- 
ments; the Thomas W. Martin Rural 


Bureau to 


illumination in 


markets; 


Electrification Award; and the George 


A. Hughes Awards covering accomplish- 
ments in promotion in the field of resi- 
dential electric kitchens and electric ap- 


pliances, and in that of commercial elec- 
tric cooking. 

Outstanding among the competing 
utilities for these four awards was the 
Pennsylvania Power & Light Company 
of Allentown, Pa., which won six prizes. 
‘They were as follows: 

Planned Lighting Awards—Com- 
mercial Award (Bronze Plaque 
and $150). 

Laura McCall Awards—Division 
A (Bronze Plaque and $200) 
to Miss Edna A. Stephany, Home 
Service Director of the Company. 

W. Martin Award— 

Bronze Plaque. 

George A. Hughes Awards: 
Class I—Electric Kitchen Promo- 


Thomas 


tion—Ist Prize (Trophy and 
$500). 
Class IV —Electric Dishwasher 


Promotion—Ist Prize (Trophy 

and $250). 
Class Electric 
Cooking Promotion—2nd Prize 
(Plaque and $150). 

electric utilities, The Detroit 
Edison Company, Detroit, Mich., and 
the West Penn Power Company, Pitts- 
burgh, Pa., each won two prizes. Those 
which went to The Detroit Edison Com- 
pany were: 

Planned Lighting Awards—Com- 
mercial Award (Bronze Plaque 
and $150). 

George A. Hughes Awards—Class 


V — Commercial 


Two 


III Electric Water Heater Pro- 
motion—2nd Prize (Plaque and 
$150). 

Those which went to the West Penn 
Power Company were: 

George A. Hughes Awards: 

Class Il—Electric Range Promo- 
tion—Ist Prize (Trophy and 
$250). 

Class III—Electric Water Heater 
Promotion—Ist Prize (Trophy 
and $250). 

The following utilities, listed in al- 
phabetical order, each won one prize a 
follows: 

Arizona Edison Company, Inc., Yuma, 
Ariz. 

Laura McCall Awards—Division C 

(Bronze Plaque and $200) to Mis 


Muriel Kodis, Home Service Di-} 


rector of the Company. 
British Columbia Electric Railway Com- 
pany, Ltd., Vancouver, British Colum: 
bia, Canada. 
Planned Lighting Awards—Residen- 


tial Award (Bronze Plaque andy 


$150). 
Consumers Power Company, Jackson, 
Mich. 
Thomas W. Martin Award—Honor- 
able Mention. 
Duquesne Light Company, Pittsburgh. 
Pa. 
Planned Lighting Awards—Commer- 
cial Award (Bronze Plaque and 
$150). 
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Georgia Power Company, Atlanta, Ga. 

Thomas W. Martin Award—Honor- 
able Mention. 

Gulf States Utilities Company, Beau- 
mont, Tex. 

George A. Hughes Awards—Class | 
Electric Kitchen Promotion—2nd 
Prize (Plaque and $150). 

Houston Lighting and Power Company, 
Houston, Tex. 

Planned Lighting Awards — Com- 
bined Award, Commercial, Resi- 
dential and Industrial Markets 
(Bronze Plaque and $500). 

Indiana & Michigan Electric Company, 
Fort Wayne, Ind. 

Laura McCall Awards—Division C 
(Bronze Plaque and $200) to Miss 
Margaret Buchan, Home Service 
Director of the Company. 

Kentucky & West Virginia Power Com- 
pany, Ashland, Ky. 

George A. Hughes Awards—Class II 
Electric Range Promotion — 2nd 
Prize (Plaque and $150). 

Pennsylvania Power Company, New- 
castle, Pa. 
Laura McCall Awards—Division B 
(Bronze Plaque and $200) to Miss 
Home 

Supervisor of the Company. 
Philadelphia Electric Company, Phila- 
delphia, Pa. 


Virginia Pierson, Service 


Planned Lighting Awards — Indus- 
trial Award (Bronze Plaque and 
$150). 
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Ashton B. Collins (left), Reddy Kilowatt Service, presents first prize in the Reddy Kilo- 


watt Annual Report Contest to R. E. Moody, Executive Vice President, Union Electric 
Co. of Missouri, as Mr. Whitwell (right) looks on. 


San Diego Gas & Electric Company, 
San Diego, Calif. 

Laura McCall Awards—Division C 
(Bronze Plaque and $200) to Mrs. 
Marjorie Hume, Home Economist 
of the Company. 

Toledo Edison Company, ‘Voledo, Ohio. 

George A. Hughes Awards—Class V 


Commercial Electric Cooking Pro- 





Honorable Mention Certificates in the Reddy Kilowatt Annual Report Contest are 

presented by Ashton B. Collins (left) to Charles E. Oakes, President of Pennsylvania 

Power & Light Co., and by G. E. Whitwell (right) to John T. Kimball, Vice President 

of Central Arizona Light & Power Co. Arkansas Power & Light Co. was also awarded 
Honorable Mention in the contest. 


motion—Ist Prize (Trophy and 
$250). 

In conclusion, the Prize Awards Com- 
mittee hopes that the presentation of 
these awards will inspire many entries 
for the awards that will be given next 
year, announcements of which will be- 
gin to appear in the very near future. 

Everyone who enters has an equal 
chance. Competing, in itself alone. is 
valuable to the entrant and his company. 
Most important of all, you can be a 


Winner! 





Now Available! 


The New 
SIXTH EDITION 
of the 
ELECTRICAL 
METERMEN’S 
HANDBOOK 
Completely Revised and 
Edited by the 


HANDBOOK REVISION COMMITTEE 
of the 


METER AND SERVICE 





COMMITTEE 


EDISON ELECTRIC INSTITUTE 
420 
New 


Lexington Avenue 
York 17, New York 

















Page 280 


EDISON ELECTRIC INSTITUTE BULLETIN 





July, 1959 


Your Employees Want to Help You 


tions during the past year and to giving 
them our opinion of the prospects and 
problems we face in the future. The 
second hour is devoted to a question, 
answer and discussion period. During 
these trips we meet face to face with 
approximately 90 per cent of all of our 
employees. We answer all questions 
asked as honestly and frankly as possible. 
We have completed four of these annual 
“pilgrimages.” We invite to these meet- 
ings any Director of the company who 
lives in the locality in which the meet- 
ing is being held. After attending a 
meeting this year, one Director told us 
that he felt compelled to attend these 
meetings to really get complete informa- 
tion as to what was going on in the 
company. 


Consider The Complaints 


The other activity is the handling of 
grievances. We know of nothing that 
wins the respect of employees more than 
the establishment of a reputation for 
the handling of grievances in a fair 
and understanding manner. 

You might be interested in the atti- 
tude of the Unions respecting this pro- 
gram. Almost 3700 of our 3800 non- 
supervisory employees are included in 
three separate bargaining units. Twenty- 
six hundred of these employees are in 
the unit represented by a System Coun- 
cil organized by eight local unions of 
the International Brotherhood of Elec- 
trical Workers. The remainder are in 
two other units, both of which are rep- 
resented by the Utility Workers Union, 
an independent, unaffiliated labor or- 
ganization. Before the plan was carried 
to the non-supervisory employees, it was 
explained to the representatives of these 
units. We assured them that we had 
no intention of discussing matters relat- 
ing to wages, hours or other conditions 
of employment with employees in their 
units. No indication of any opposition to 
the plan by these unions’ representatives 
has developed. On the contrary, we are 
now receiving their active and seemingly 
enthusiastic support. 


Employees “Pulling” For The Company 


Our latest negotiations with the 
IBEW System Council were conducted 
in a decidedly more friendly atmosphere 
than in the past. These were by no 


(Continued from page 261) 


means easy negotiations but they were 
conducted with a marked absence of 
unfriendliness and bad humor. We can 
not help believe that the operation of 
this plan has improved greatly the con- 
fidence of these employees in the sin- 
cerity and frankness of management. 

You will want to know our opinion 
of the results obtained from this com- 
plex, laborious and expensive program. 
There can be no doubt that our em- 
ployees generally are eagerly espousing 
the cause of free enterprise; are actively 
engaged in doing what they can to op- 
pose the socialization of our industry; 
are rendering a more courteous service 


to the public; are “pulling” for the Com. 
pany; and are rapidly becoming happier 
and more contented. We know no way 
to measure the improvement in operat. 
ing efficiency which is achieved but it 
must be considerable. 

We feel sure that employees do thing; 
more spontaneously and effectively when 
they are convinced it is desirable to do 
them than simply because they are told 
to do them. As one authority stated, 
“enthusiastic employee cooperation and 
efficiency come from leadership not 
drivership.” We maintain that “Your 
Employees Want to Help You,” if you 
will tell them what you are trving to do. 





The Sales 


(Continued from page 275) 


have a major recession, the danger in 
connection therewith is too great. 

The last depression in the Thirties is 
This 
was not caused by lack of production or 
lack of manufacturing facilities. The 
key to that depression was a breakdown 
in distribution — or putting it another 
way, we failed to continue to sell. 


still fresh in some of our minds. 


We all agree that we should protect 
our so-called ‘“‘Profit and Loss” system. 
Then we should sell as never before, for 
only through maintaining a high level 
of sales can we be sure of strong com- 
panies, and thereby overcome this threat. 

I know that this is an over-simplifica- 
tion of the problem. However, it is evi- 
dent to me that accelerated sales activi- 
ties can be a partial solution. Ten years 
from now we will look back and marvel 
at the puny vision which we had today, 
and, further, we will wonder why we 
did not see how many new and impor- 
tant ways electricity would be used. One 
of our solutions or at least a large part 
of the solution is sales and more sales. 

I like to think that we are in the util- 
ity business because we want to be. The 
utility business gets you. In fact, it is a 
“calling” —a “life’s work.” It must 
have something or we would not stay in 
it with all the attached problems and the 
occupational disease of stomach ulcers, 
high blood pressure, hardening of the 
arteries, and heart trouble. Those who 
stay in the utility business simply to 


Job Ahead 


make a living are not too happy nor are 
they too successful. 

The utility business, once you catch 
the vision, is one that really fires the 
imagination. Now combine the enthusi- 
asm of salesmanship with the utility 
business, and you really have something. 
The coming decade is one of promise— 
of opportunity and of hope. But the 
problems are not simple. The real 
struggle is not so much for material 
change as it is for the “mind of man.” 
Once we have won in this struggle any- 
thing can be accomplished, because the 
greatest force in nature is not the hydro- 
gen bomb, but it is the MIND OF MAX. 

The selling job ahead is a big one— 
retain our present business, build profita- 
ble new business through creative sales- 
manship and create good will and a 
friendly spirit among our customers. 
This is an opportunity—not only for the 
sales executives but it is a definite op- 
‘portunity and responsibility of manage: 
ment of every electric utility company to 
take an active interest and lead the way 
in true salesmanship. 

The year 1950 should be a challenge 
to us. It is a fateful year—this half- 
century mark in the greatest century in 
all history. We have this year to do with 
as we will—yes, did you hear? We have 
this year to do with as we will. Through 
initiative, enthusiasm and vision we, 4% 
creative salesmen, can and will reach out 
beyond the heights of the past into 4 
future with possibilities unknown and 
unlimited. 
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Which Road Will Coal Take? 


By George H. Love 


President, Pittsburgh Consolidation Coal Company, Inc. 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


URING the last decade the bitu- 
minous coal industry in this 
country has become a progres- 

sive, energetic modern business and we 
all have a tremendous stake in keeping 
it that way. It is a symbol of just what 
private ownership can do under even 
adverse circumstances because if we use 
eficiency and productivity as the mea- 
sure in relation to performance in for- 
eign countries our coal industry here is 
at the head of the list of all our own ma- 
jor domestic industries in this country. 

Inasmuch as the electric industry has 
as its chief function converting mineral 
fuels into energy which in turn provides 
the means for our continuing advance- 
ment in the American standard of living, 
you are vitally concerned with these 
mineral fuels, particularly coal, which 
supply the bulk of your raw material. 
Your industry pays, including freight, 
some 600 million dollars—more than 
one-half billion dollars—per year for 
coal. Of course you are interested in 
coal being produced by a modern healthy 
industry, even if you only want coal to 
be available as a competitor of oil or gas 
for your business. 


B.T.U.’s—Basic Raw Material 


In a sense your splendid modern gen- 
erating stations and distribution facili- 
ties, on which your industry is now in 
the process of spending some nine billion 
dollars in a seven-year period from 1945 
until the end of 1951 are no more mod- 
ern or any more efficient than the in- 
dustry which supplies your basic raw 
materials, namely the B.T.U.’s. 

Coal is now at the crossroads and the 
two alternate roads ahead are perfectly 
clear but they go in entirely opposite di- 
rections. Let us take a look at the ter- 
mination of each of these roads, one 
stagnation at best and the other con- 
tinuing progress, and then finally con- 
sider what your industry can do to help 
this essential coal industry choose the 
only road for your benefit and that of 
the nation as a whole. 

The coal industry for 15 years before 
the late world war had been fighting an 
economic war of its own to prevent fi- 
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nancial chaos and complete disintegra- 
tion. Conditions in the period from 
1925 to 1940 were the result of tremen- 
dous overcapacity and a market shrink- 
ing drastically as a result of competi- 
tion from other fuels and advancement 
in the art of having a given amount of 
coal do a bigger and bigger job. 

This economic situation forced a 
breakdown of the miners’ union and this 
turned out not to be the proper solution 
for the miners, the owners or the con- 
suming public. The industry and the 
areas in which it existed were practically 
pauperized by the force of these com- 
petitive circumstances. In spite of over- 
whelming losses for the industry as a 
whole these very competitive forces 
caused many advancements in our know]l- 
edge of mining techniques and methods 
of coal preparation. But the whole in- 
dustry was held back from mechanizing 
and modernizing by lack of funds. 


War-Time Record 


Then came the war and the following 
boom. The coal industry with far less 
employees and without government help 
or subsidy in any form served this coun- 
try well and greatly increased produc- 
tion to furnish the energy necessary to 
keep our large industrial plants work- 
ing at top speed to win the war. There 
were moderate earnings and because of 


these things the Renaissance started. 

Never has such a small part of earn- 
ings of an industry, which had been 
waiting years for such earnings, been re- 
turned to stockholders. Rather, for all 
practical purposes, these earnings were 
poured under and above the ground 
around the mining properties as the vital 
part of an entire industry re-equipped 
itself in a few short years. Mining towns 
took on a new look, safety records were 
constantly improving, efficiency increas- 
ing, and we had a few dollars in our 
pockets. Our employees in these new 
mines were young, and robust. They 
were enthusiastic in their job and were 
receiving higher wages than in any other 
major industry in the world and spend- 
ing them for the better things in life 
which they deserved. The coal indus- 
try was about to become respectable. We 
were about to take our proper place at 
the table of American industry because 
we were serving the miner, the investor, 
and, primarily, the consumer and serv- 
ing them all well. 

Nine Months’ Strife 

This was our state less than 12 months 
ago. Then came nine months of strife, 
uncertainty, shortages, substitutions and 
a flood of dumped residual imported oil. 
The industry started to pay for some 
of its increased costs, the major part of 
which had been forced on it during the 
preceding six or seven years by govern- 
ment. At the same time, some of the 
tremendous pipelines which had _ been 
planned for natural gas were completed, 
and one of the largest markets for coal, 
the railroad fuel market, began to dis- 
appear as the railroads dieselized. Cries 
were raised in government for investi- 
gations, price fixing and regulation and 
the eager advocates of industrial sociali- 
zation wetted their lips and opened their 
arms to take in the coal industry which 
has been the means of starting industrial 
nationalization in so many other coun- 
tries in the world. 

So that is where we are today and the 
question arises are we going back to the 
thirties in coal, with competition within 
the coal industry permitting Purchasing 
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Agents to vie with one another to cause 
greater and greater losses to the producer 
until even all the producers join in the 
cry for regulation and nationalization 
which necessarily follows regulation? 
Or are we going to be able to continue 
on the road of increased efficiency, lower 
coal costs and service to all elements of 
the industry, including the consumer? 


Ills of Regulation 


I don’t need to tell representatives of 
the electric power industry about the ills 
of regulation. But I do know that regu- 
lation and price fixing can only lead to 
government ownership of coal and if 
such is the pattern for coal it may in- 
evitably become the pattern for your in- 
dustry and many others. 

Price fixing and regulation can only 
mean higher prices and higher costs, as 
props are put under the least efficient. 
This in turn will mean further shrink- 
age in our markets, which in turn will 
again increase costs until finally the in- 
dustry can no longer weather the storm 
as a privately owned industry. At this 
point the government takes over and 
starts to lose money contributed by all 
of us in taxes. 

This is a road we have no right to 
let this industrv follow and we don’t 
need to follow it. All we need to pre- 
vent it is reasonable cooperation from 
other industries which depend on coal 
and a sensible approach to coal’s prob- 
lems by government. I think we can 
get that cooperation from you and other 
industries and with their help can per- 
suade government to assist and let this 
revitalized modern industry work out 
its own problems. 


Four Problems in Coal 


The problems in coal which must have 
a satisfactory answer revolve around four 
major considerations—first, labor rela- 
tions ; second, competition within the in- 
dustry, in view of our present over ca- 
pacity; third, competition from other 
fuels; and fourth, a combination of the 
preceding three, having to do with abil- 
ity to earn so that progress in coal can 
continue. 

As far as labor is concerned, it would 
appear, after nine months battle with 
the union which just ended last March, 
that we haven’t much for which to hope. 
However, I earnestly feel that progress 
was made in that long fight and that we 
can do a much better job in the future. 
Bear in mind that an industry of 5000 
units stood unanimously back of an in- 
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experienced amateur negotiating com- 
mittee just last year and took tremen- 
dous losses and passed up the opportu- 
nity for temporary quick profits as the 
industry took its stand on no increase 
in the cost of coal to the consumer. 
There are many hundreds of those 
units in the coal industry who had only 
a year or two of coal reserves left and 
who knew that they could not be com- 
petitive in normal times but still re- 
sisted all the pressures and joined in 
the industry fight. Finally, in spite of 
the lack of government willingness to 
enforce laws, this united stand brought 
a compromise which the industry could 
absorb and is absorbing. me the 
fact that the fight was made is most 
encouraging for the future and that, 
while there should 
increase in the cost of coal, we did se- 


To 


not have been an 


cure a compromise for the first time in 
many years. 


Year-Round Labor Relations 


We must never again enter these ne- 
gotiations with a pickup amateur team. 
We must get this industry in shape to 
carry on these negotiations and their 
labor relations on a year round basis 
and forever work to convince the min- 
ers that they and the industry will only 
prosper if they join together to serve 
the consumer in the best possible way. 
This must become their common goal 
and that means above all no strikes. 

This can be done over the years and 
a part of the coal industry is now pro- 
ceeding to effect a permanent organiza- 
tion with the best possible expert to be 
We will want the help of 
any of your companies which operate 


in charge. 


coal mines in financing this move to 
bring stability in this important part of 
our business. 

Let us turn to the matter of 


drastic competition resulting from the 


now 
excess capacity in coal. Of course we 
have over capacity and that is a neces- 
for 
You certainly don’t want us to 


sary protection the consumers of 
coal. 
mine this excess coal and store it at gov- 
ernment expense like potatoes, wheat 
and cotton. Bear in mind, too, that all 
the expansion in coal, made to take care 
of the extraordinary demands of war— 
culminating in a peak production of 630 
million tons in 1947—was done with 
private funds. 

Government money built steel, alumi- 
num and rubber plants and then when 
they were in excess could shut them 
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down or dispose of them at 10 cents on 
the dollar. The coal industry has to 
liquidate its own surplus and private 
investors lose their own money with 2 
little more reluctance than government 
officials lose somebody else’s money. |t 
appears that we have a current marke 
for some 450 million tons of bituminoys 
coal per year and because of the seasonal 
nature of our business, to properly take 
care of that tonnage, we must have q 
capacity of at least 500 million tons 


Excess Capacity 

This means that we probably have an 
excess capacity of 150 million tons if the 
transportation system of the country 
could handle it. In other words, three 
out of every 13 tons capacity must be 
done away with in an orderly fashion. 
From your own experience during the 
boom you know that three out of every 
13 tons have no proper place in this 
business either from the standpoint of 
quality or of costs. 

Consider that there were many tem- 
porary mining operations started during 
the war which had no reserves of con- 
sequence and these will of necessity dis- 
appear. In addition, many old obsolete 
mines with limited reserves were kept in 
operation during the war and _ postwar 
boom which would have in any norma 
competitive market gone out of exist: 
ence during the past seven or eight years. 
Obviously, many of these must close. In 
1948 more than 100 million tons of coal 
were mined from operations with les 
than 400 tons of daily production. Thes 
of necessity must generally be inefficient 
and high cost operations. 


New Coal Mining Ventures 

Very few major new operations have 
started. In fact, our new Mathies Mine 
on the river near Pittsburgh is the first 
purely commercial deep mine venture of 
any consequence in that old coal produc: 
ing area in the last 20 years. However, 
during that period some 70 commercial 
mines in the high volatile north wer 
worked out or were abandoned. 

My point is that just under norma 
circumstances coal is used up and mines 
go out of existence and, certainly, ver 
few major new operations are going t0 
start, in view of the present threat o 
over capacity. Therefore, the very lac 
of continuing new developments wil 
cause a shrinkage of capacity and this 
all brings me to the conclusion that thert 
are not sufficient modern plants which 
carefully prepare coal to produce mot 
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than 500 million tons annually in this 
country today. ‘Therefore, the excess 
which does exist has really no permanent 
place in this industry because of either 
costs, lack of reserves, or quality. 

Let us consider for a moment the 
third problem, which is competition with 
yther fuels, primarily oil and gas. This 
competition is severe and while we don’t 
exactly welcome it, we accept it under 
a free enterprise system. ‘There is plenty 
of room in this country, with its expand- 
ing requirements for energy, to permit 
all three of these major fuels to live and 
prosper while following a sensible course 
of conservation in the national interest. 


Railroad Fuel Market 

Oil has taken from coal its railroad 
fuel market to a large extent. This we 
must expect—because it is the result of 
progress. We must now turn to find- 
ing a coal-burning locomotive which 
would be even more efficient than the 
diesel. Oil and gas have combined to 
make great inroads into the domestic 
heating load which formerly coal carried 
almost exclusively, but certainly in some 
areas, again because of progress and con- 


venience, this is a natural evolution. 


While as an industry we are willing 
to meet the competition of domestic 
fuels, we are waging an intense fight 
against foreign oil flooding some of our 
natural coal markets at dumped prices. 
The present importations of foreign oil 
are 70 per cent greater than they were 
in 1946 and are currently running ap- 
proximately 50 per cent greater than a 
year ago. Our main objection lies in 
the fact that currently almost 50 per 
cent of this foreign oil is residual fuel 
going under boilers to take the place of 
coal and the balance of crude makes a 
far greater percentage of residual than 
is true of our average domestic crude oil. 


Dumped Oil Disrupting Economy 

Generally speaking, these importa- 
tions, because of the unusual amount of 
residual, are doing nothing to extend our 
own domestic oil reserves, but are tend- 
ing to close down coal mines, placing 
thousands of miners on relief, causing 
unemployment the and 
hurting all our basic industries in this 
country, including the independent do- 
mestic oil producers themselves. The 
plain fact that this-dumped oil is caus- 
ing disruption of our whole economy is 
seen in its effect on prices. Gasoline is 
now costing the public more than at any 
time in the last 30 years, but the price of 


on railroads 
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domestic fuel oil has been cut in half. 

Some 25,000 miners lose a day’s work 
every day this foreign oil pours in at the 
present rate. Now | think it is conserva- 
tive to say that almost an equal number 
of railroad workmen lose a day’s pay, 
too. If a utility or any other industry 
for that matter substitutes imported fuel 
oil for three million tons of annual coal 
consumption, 2000 miners and at least 
1600 railroad workers are put out of 
work and perhaps on relief. “These men 
and their families, if they were all in one 
location, would amount to a community 
of 16,000 persons. 

Is it good to do all this damage to this 
country so that a few hundred foreign 
workers in oil fields or on tankers may 
make a better living and some Sheik in 
the Near East or a South American 
government may collect a few million 
dollars more in royalties? In addition, 
this flood of oil may not only force regu- 
lation and nationalization of the coal 
industry, but is actually dealing a seri- 
ous blow to our ability to meet a na- 
tional emergency if it arises. As we 
needed them in the last two wars, we 
will need these coal mines which are 
now being forced to close because of this 
unfair competition with foreign oil, and 
we will need transportation facilities to 
handle the coal necessary to carry on an- 
other conflict which may not then be 
available. 


War Emergency Needs 


Because our needs in a war emergency 
will be primarily for gasoline, kerosene 
and the lighter oils, we probably would 
not want to put this foreign oil through 
our refineries even if it continued to be 
available as it yields so much lower a 
percentage of the higher grade products. 
We will take the competition of our do- 
mestic oil and gas as it comes because 
the production of either of these fuels 
in this country is good for the whole 
economy. But, the importation of fuel 
oil to take the place of coal is against 
the interest of our national security and 
injures two basic industries—coal and 
transportation—beyond their ability to 
take it. 

If our competition is restricted to do- 
mestic fuels, we see a gradual expansion 
in the market for coal as a growing 
population uses more and more energy 
through the years. Allowing for an in- 
crease in the use of oil of about 30 per 
cent in the next 15 vears and for an in- 
crease of 60 per cent in the use of natu- 
ral gas in the same period, it is al- 
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together possible to have a market for 
coal of 650 million tons in the year 1965. 

The fourth problem of the coal in- 
dustry revolves around the question of 
whether there can be sufficient earnings 
in the industry, taking into account its 
dificult labor and competitive circum- 
stances. Such earnings are essential be- 
cause coal is an extractive industry and 
new mines must constantly replace old 
ones. Because we must pay high wages, 
we must have earnings to constantly 
pour into new machinery in order to 
produce the maximum amount per man- 
hour. We cannot go to the public for 
funds because of the rather bleak his- 
tory of the coal industry and so earnings 
is the only possible source of these nec- 
essary funds. 


Built Around a Dream 


In a few months our own company 
will have completed the first five years 
of its existence as a merger of several 
smaller coal companies. Like all other 
ventures it was built around a dream 
and that dream was to have the utmost 
in modern equipment and efficient plants 
in the district in which we operate. 
Through the lower costs which would 
result, we expected to earn enough to 
everlastingly continue the program of 
increasing efficiency and to carry on re- 
search, primarily in the methods of min- 
ing coal. 

In these five years we shall have spent 
75 million dollars in adding to essential 
coal reserves and building modern plants 
as well as equipping the mines in the best 
possible way. I am sure no other coal 
company ever spent a sum approaching 
that figure in such a short period of time. 
During the same five years we shall 
have earned some 65 million dollars. So 
you can see that without earnings we 
could not have even started this pro- 
gram. The end of the year will see the 
completion of the first phase of our mod- 
ernization program, but keeping coal 
mining properties at the top in efficiency 
necessarily demands continuing invest- 
ment in new and better equipment. 


Recent Coal Price Reduction 

Earnings of the industry over the last 
few vears (because they were spent by 
practically the entire coal industry, on 
properties and equipment) have _per- 
mitted coal prices to be reduced some 10 
per cent in the last 18 months in spite of 
the recent increase in costs resulting from 
the last contract with the miners’ union. 
Unfortunately, while the coal industry 
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was reducing its prices the railroads in- 
creased the freight rates on coal to an 
extent at least equal to the amount that 
our prices were lowered. We cannot let 
this continue because transportation 
charges are a part of your cost. 

If the railroads cannot reduce the cost 
of transporting coal to you then we must 
carry on research to find some other 
method of getting you the B.T.U.’s 
Finally, earnings are necessary to allow 
this widely scattered industry to fight 
against unreasonable and unwarranted 
demands of their employees. The only 
reason the coal industry could fight our 
last battle with the union over a nine- 
month period and finally secure a com- 
promise settlement was the fact that it 
had earned a few dollars in the years 
immediately preceding. 


Possible Solutions 


As severe as the problems are in coal, 
we have seen that they all have a pos- 
sible solution. Our labor relations can 
improve. There is not an excess of coal 
being produced from modern and prop- 
erly equipped mines. We can continue 
to be an important industry and meet the 
competition of domestic oil and gas, and 
if these things all take place we have an 
opportunity to earn a respectable living 
for our investors. 

To accomplish these goals, however, 
and stay away from the tortuous road 
of price fixing and government regula- 
tion, we need to have the majority of 
consumers of coal take a real interest in 
coal’s problems and help in one primary 
essential way. 

That one way is to limit the purchases 
of coal to that tvpe of property which 
you would have if you mined your own 
coal. I have tried to point out that there 
are some 500 million tons of production 
capacity in this country, which is the 
core of the industry and which, if per- 
mitted, will progressively increase eff- 
ciency, lower costs, and battle against 
unreasonable demands of labor on one 
hand and government regulation on the 
other. 

If you decided to mine your own fuel 
vou would purchase a property which 
had ample reserves, probably for 20 or 
25 vears, but not less than 10 years. 
You would equip your mining operation 
with the latest and most modern labor- 
saving equipment. You would either 
wash or prepare the coal so that it would 
meet certain standards day in and day 
out. You would provide adequate hous- 
ing for your employees and see that they 
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The Effect of Merchandising Programs on 
The Load Curve 


(Continued from page 268) 


little knowledge of its characteris- 
tics, or a desirable load builder may 
be ignored because of the need for 
prompt utility promotion. 
2. As I stated previously, our residen- 
tial load is a stable source of rev- 
enue and can be enhanced through 
a planned load-balancing program. 
Being the most stable of the three 
major types of loads, we should 
continue to develop it in order to 
provide a greater financial security 
for our industry. 
We have all heard the argument 
that the investment required to 
serve a range load, a dryer load, or 
a water heater load does not offer 
a sufficient return. There is no 
doubt that a great saturation of one 
major appliance may not render an 
equitable return on the investment. 
However, it can be shown that a 
sufficient increase in the saturation 
of domestic appliances as a part of 
an overall load-balancing program, 
increases the diversity of use there- 
by decreasing the utility investment 
cost per unit. 


w 


4. Our industry is dependent upon 
good customer relations. There. 
fore, any promotional load-balanc. 
ing program directed toward the 
residential customer should be prop. 
erly designed so that good customer 
relations are maintained. We do 
not sell electricity to sell appliances 
but to permit our customers to live 
better electrically and to increase 
our earnings. 

Our customers want and will support 

a forward-looking program. Our in- 
dustry has grown because we have relied 
on our abilities and have been willing to 
take risks in seeking new opportunities, 
There are many new applications of elec. 
tricity still to be developed; they may 
differ in form but are as challenging and 
numerous as ever. 

If we can and will do this with all de- 
velopments within our industry, we will 
be in a better position to demonstrate to 
our customers that the spirit and ability 
which helped the electric industry to 
grow in the American tradition to its 
present greatness is deserving of their 
confidence and respect in the future. 





were protected from every possible haz- 
ard in the mining of your coal; and 
finally you would be constantly looking 
for new methods and new equipment to 
further increase your efficiency. It would 
cost the utility industry at least 600 mil- 
lion dollars in capital outlay to provide 
the mining facilities to produce its pres- 
ent coal requirements. You would have 
to spend at least 30 cents per ton an- 
nually to continually improve your prop- 
erties and properly equip them as you do 
vour generating stations. I believe the 
commercial coal industry can do the job 
cheaper and with lower coal costs in the 
end because we already have the invest- 
ment, and coal mining is our single oc- 
cupation. 

If that all be true, and I believe it is, 
then isn’t it fair to ask you in the name 
of a vital natural resource industrv, to 
know the properties of your coal sup- 
pliers and knowing them, buy only from 
those who meet the standards you would 
set in your own operations? 

This is a matter of top executive pol- 
icv, because for a year or two you may 
have to pay a little more for coal, but in 
the end you will get this back many times 
over if we are successful in keeping this 


industry out of government hands. Off 


course you must buy your coal as cheaply 
as possible in the interests of the con- 
sumers of your energy and your own 
stockholders. However, you first have 
the public obligation to do everything in 
your power to have the coal industry 
continue in private ownership with its 
constantly increasing efficiency. Other- 
wise coal will lead the parade _ into 
industrial socialization with its attend- 
ing stagnation of all progress which has 
been the course of events in so many 
foreign countries and so recently in 
England. Remember in the hour of 
emergency the privately owned Amer 
can coal industry increased its produc: 
tion more than 50 per cent while pro- 
duction in England, facing even a greater 
crisis, fell off 25 per cent. 

The fate of coal is in your hands and 
those of other industries depending on 
Because the two roads and their 
termination points, are so crystal cleat 
and the stakes so high for all industry, ! 
have no doubt that, with your help, we 
will take the right road in coal and con- 
tinue our recent progress which is only 
possible under a free enterprise system 
and in a privately owned industry. 


coal. 
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Profits “That Can’t Be Measured 


By Walter Geist 


President, Allis-Chalmers Manufacturing Company 


An address before the Eighteenth Annual Convention of the 
Edison Electric Institute, Atlantic City, N. J., June 7, 1950 


AM GLAD to know that there is 

a growing consciousness among the 

free countries of the world that we 
are engaged in the greatest war, short of 
a shooting war, to preserve the last ram- 
parts of freedom. I sometimes wonder, 
whether Americans are as 
practical and realistic in their outlook as 
are the others. 

If I were to make a quick diagnosis of 
our situation today, and mind you, I do 
not pose as an expert, I would say that 
American business has proved to be the 


however, 


greatest salesman in the world of prod- 
ucts and services, and the “lousiest”’ 
salesman of ideas. 

Last fall, Fortune magazine carried a 
story by Sumner Slichter, professor of 
economics at Harvard University. He 
pointed out that businessmen were losing 
their influence in the community. 

Slichter said, “The shift of power to 
employees has been aided by two condi- 
tions—by the rapid organization of em- 
plovees and by the unwillingness of busi- 
nessmen to go very far in offering con- 
structive proposals for dealing with the 
problems that have emerged.” 

Along with Sumner Slichter, I believe 
that the shift “has gone too far and that 
the community would be better off if 
business managers would recover some 
of their lost influence.” 


More Attention to Employee Relations 


The change of power points up one 
great weakness that has become apparent 
in American business—the development 
of employee and community relations has 
failed to keep pace with industry’s physi- 
al growth. 

We have failed to inform our em- 
ployees so that they will be able to apply 
constructively this new power they now 
hold in their hands. 

Let us recognize once and for all that 
men and women in the shops are highly 
intelligent. However, their knowledge 
of economic and social problems, as ap- 
plied to our business and thus their jobs, 
is limited. This lack of knowledge is 
nobody’s fault but our own. 

I have great faith in the men and 
women in our shops and offices through- 
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out the country. If they have the true 
facts, their judgment will be sound. 
What are some of the facts? 

The facts are that when we speak of 
business, we speak of thousands of gro- 
cers, jewelers, filling station operators, 
druggists, appliance store operators and 
others. We speak of industries which 
employ fewer than ten men and some, 
more than 25,000 men. 


Business is Human 


But all these business enterprises have 
a place in which to live. It may be a 
store or it may bea plant. They live side 
by side with other people in the commu- 
nity who live in their homes. They are 
neighbors with the people in the com- 
munity. 

Business has the same problems as its 
neighbor. 

It has to borrow money to build its 
store or plant. It has to pay that money 
back with interest just like the man who 
buys his own home. Or business might 
rent the place where it carries on its op- 
erations—no different from many other 
people in its neighborhood. 

Business has its bills to pay the first of 
every month. These include bills for 
light, water, heat, taxes, and repairs. 
What home owner doesn’t see similar 
bills every month? 

Business supports charity drives, com- 


munity funds, civic organizations and 
special building funds, just like his neigh- 
bor down the street. 

When men and women in the shops 
hear these types of facts they say, “You 
make it sound like business is human.” 

I say that business is human. 

Through the years, it has carried on 
humanitarian projects. But who knows 
about them? Are the people in the com- 
munity or even our own employees told 
about these programs ? 

Right now, I’d like all business to join 
with me in a pledge to develop a greater 
awareness of humanitarian problems. A 
pledge to aid in reaching a solution to 
these problems. And finally, a pledge to 
let the American people know what in- 
dustry is doing about these humanitarian 
problems. 

Your efforts in this field will result in 
many rewards. 

You will find an enlightened employer- 
employee relationship. 

You will bring about a better commu- 
nity reputation for the company. 

You will strengthen your stockholder 
relationships. 

Most important, you will strengthen 
our own free enterprise economy. 

Some companies have recognized their 
responsibilities and carried out programs 
to care for humanitarian problems. 


Employees Are Customers 


But I am afraid that in most instances, 
even these companies have been hiding 
their light under a bushel basket. 

In order to sell our way of life, gentle- 
men, it must be merchandised. We must 
merchandise this intangible thing, just 
as we have learned to merchandise our 
products and services. We have spent 
time and money to research the field of 
customer wants and we have spent mil- 
lions of dollars to interpret and promote 
those wants in our sales programs. 

Our most important customers in the 
market of economic thought are our own 
employees. We need to know them as 
well as we know our product customers 
if we are to repulse the trend toward 
socialization. 


I submit to vou that our work in 
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human understanding is the front line 
of our attack. 

Many of you, as representatives of the 
nation’s outstanding utilities, have done 
more than anyone else to awaken the 
American public to the challenge of pre- 
serving our American Way of Life. 


Disguised Humanitarianism 


There is no doubt that our way of life 
is under attack. I feel that socialism dis- 
ruised under a cloak of “humanitarian- 
ism’’ is now making inroads on the minds 
of American people. 

The ‘“‘do-gooders” who approach these 
problems in this disguise show little re- 
gard for fundamentals and realities. 

It is much like the recent tragedy in 
Brooklyn. I’m sure you remember the 
in which a man was 
trapped in a well and rescuers worked 
feverishly to free him. As they toiled 
around the clock, the poor victim’s men- 
tal anguish was relieved by his parish 
priest. A doctor did all he could to aid 
his physical condition despite the handi- 
caps and difficulties. 


recent incident 


The victim’s son, wanting to do all 
that he could, granted the father’s re- 
quest for a cigarette. Despite warnings 
on the practical aspects and dangers, he 
went ahead, motivated, no doubt, by his 
humanitarian desire to help his father. 
But the helpfulness backfired—an explo- 
sion occurred which complicated rescue 
efforts and may have, according to news 
stories, contributed to the unfortunate 
man’s death. 


Analysis Before Action 


As we view these problems of our 
economy and become moved by their ap- 
peal, let us stand back and carefully ana- 
lyze the situation before we take action. 

I am sure that many of you could 
unfold to this audience stirring and grip- 
ping accounts of programs that you have 
carried out and which would clearly 
illustrate my point. 

I should like to review our own recent 
programs because it proves the thesis of 
my case. 

We used to fire our alcoholics. We 
don’t any more. About two years ago, 
we became concerned over the problem 
drinkers. Alcoholism has always been 
with us, I suspect, but for some reason or 
other, we met it as a day-to-day problem 
without a constructive program for its 
solution. 

To study this problem, we appointed 
a committee which found that 10 per 
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cent of all discipline cases was the result 
of chronic alcoholism. 

As a result of the committee’s study, 
we began a program on March 15, 1949, 
to solve this problem. 

A full-time psychologist was hired, 
but the need for his service diminished. 
He is now employed as a consultant. 
Psychiatric consultant services are also 
utilized. It was necessary to hire a full- 
time alcoholic counselor, who is in a 
sense a type of case worker. He had been 
the secretary of Alcoholics Anonymous 
in our community for eight or nine years 
He has 


yroved to be a great asset to the program. 
7 


and is a member of that group. 


This counselor has been through the 
He has found out what it means to 

lose time, money, reputa- 
tion. He is able to sit down in confer- 
ences with problem drinkers on a strictly 
confidential basis, get the story, and do 


mill. 
friends, and 


something about it. 


Cooperate With Community 


As a result of this program, we work 


very closely with important and con- 


structive groups in the community. 
These include the courts, police depart- 
ment, social welfare agencies, hospitals, 
doctors, clergymen, union representatives 
and members of the family. 

Of 17,000 employees at the West 
Allis Works, 71 reportable cases are in 
our active file. 

Tardiness among these 71 alcoholics 
is 60 per cent less than it was nine and 
one-half months ago. 

Absenteeism among them is 70 per 
cent less. In fact, their absenteeism is 
less than our overall company average. 

Loss of wages by the group, because of 
playing hookey from the job, is 41 per 
cent less. 

In 1947, these 71 drinkers lost more 
than $19,000 in wages. In 1948, the 
loss was in excess of $23,000. In 1949, 
the 71 problem drinkers lost less than 
$14,000 even though the program didn’t 
get underway until March 15, and de- 
spite general wage increases. Of the 71 
cases, 61 are still on the job. Only five 
had to be terminated for failure to co- 
operate. Two men left the company, 
two were laid off because of work short- 
age, and one died. 

To do a complete job in this program, 
it is necessary to call upon many depart- 
ments and services within the company. 
The major responsibility falls to the In- 
dustrial Relations Division. This divi- 
services of veteran 


sion provides the 


counselor, housing service, legal counsel- 
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ing, recreational service, credit union, 
welfare department, and medical depart. 
ment. 

Let me just give you one or two cases 
to show you how this works. 

An employee was referred to the alco. 
holism counselor because of repeated ab. 
The counselor found this 
man desperately sick and with a severe 
case of jitters and hangover. The em. 
ployee was taken to a hospital where he 
was kept for six days. While there, the 
counselor visited him and arranged for 
members of Alcoholics Anonymous to see 
him. Further investigation revealed that 
the employee’s wife was also an alco. 
holic. After the employee got out of the 
hospital, the counselor took both of them 
to Alcoholics Anonymous. They have 
been attending AA meetings regularly 


senteeism. 


ever since. 
Employees Are Worth Defending 


This man was absent 34 days in 1947, 
18 in 1948, and up to the time he was 
contacted by the counselor in June of 
1949, he had lost 27 days. Since his 
return to work, he has not lost a single 
hour’s time and both he and his wife 
have not had a drink. 

Another example—Judge Harvey L. 
Neelen of the Milwaukee District Court 
called the alcoholism counselor one day 
saying that an employee had been charged 
by his wife with being a common drunk. 
His wife said that since he began drink- 
ing, he had neglected his family and had 
made things very disagreeable around 
home. The counselor checked with the 
man’s supervisor and found that he was 
a good worker. As a result, the judge 
was requested to hold the case open for 
six months, rather than sentence him for 
a one to two-year term. 


Counseling Changes Employees 


In a recent letter, this man’s wife said 
that the employee has not touched alco 
hol since being contacted by the coun- 
selor. She said it was the first time in 
ten years that her husband had kept 
away from drinks for such a long time. 

Previously, he would stay sober for 
five or six weeks, then he would go on4 
spree, spending all the money, running 
up bills, and losing one job after another. 
However, now they have been able to 
clear all of their debts. 

I wish you could have read another let- 
ter that I received during the Christma 
season from another wife whose husband 
was on the alcoholic program. She said 
that she thought it was remarkable that 
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a company employing thousands of men 
and women which could have blatantly 
fred a man for drinking and thrown 
him out on the street, would take the 
time to work out a program of rehabili- 
tation and set him straight. She ended 
her letter with “God Bless Allis-Chal- 
mers.” ‘That most refreshing 
statement. Similar statements have been 
made before—they started with God, 
but believe me, they didn’t end with 


“bless Allis-Chalmers.” 


was a 


Help Rebuild Lives 


] would not be truthful if I didn’t 
admit that selfishly this program means 
dollars and cents to us. But there is a 
far greater factor which cannot be mea- 
sured in dollars and cents. That is the 
rebuilding of a man’s life, the restoration 
of a family circle and a home environ- 
ment in which every young American 
boy and girl should be reared. 

We have a deep interest in the young 
people who will be our citizens of to- 
morrow. Some of them will be our em- 
ployees. This spring, students from two 
high schools in our community were 
entertained in the company’s clubhouse, 
following their junior prom. They ate 
dinner, danced and watched a floor show. 
This kept them entertained until 3 :30 in 
the morning. 

The project is sponsored by the com- 
pany in cooperation with the local Ro- 
tary Club. It was started after discus- 
sions with community leaders centering 
on the problem of where these teen-agers 
could go after the proms. 


Provide Scholarships 


Still thinking of the young people, we 
like to help them in their problem of 
obtaining an education. A scholarship 
program for children of our employees 
has been established which will supply 
annually 20 scholarships of $500 each. 
These may be used by scholarship win- 
ners at any accredited school of their 
choice. We are active in the 4-H pro- 
gram and provide scholarships annually 
to the 4-H Club Garden Contest win- 
ners in every state where the program is 
held. 

There are many other programs that 
build better understanding and further 
the knowledge of the human side of 
Plant tours and open house 
programs are a step in the right direc- 
tion. Ministers and educators have 
visited our shops and later sat down with 
us to discuss mutual problems. 

Our Board of Directors has gone to 


business. 
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The Washington Water Power Company 
Wins Charles A. Cofin Award 


(Continued from page 276) 


to the consumer” and “without cus- 
tomer criticism or resentment.” 

Other points highlighted in the com- 
pany’s story of achievements were: 

Maintenance of one of the nation’s 
highest consumptions of electricity by 
domestic customers ; and for rates among 
the lowest in the United States. 

Carrying on advanced accounting 
practices which have cut operational 
costs and provided better customer ser- 
vice; and for exceptional loyalty and 
efficiency of employees. 

‘The company’s 1200 employees served 
a total of 111,708 customers in a 26,000- 
square mile area in eastern Washington 
and northern Idaho. The company in 
1949 observed the 60th anniversary of 
its founding March 13, 1889, in 
Spokane. 


our plant cities, visited the shops, talked 
with employees and met at luncheons 
and dinners with community leaders. 


Speaker’s Bureau 

We have recently set up a speaker’s 
bureau and addresses given by many of 
the company personnel operating as part 
of this bureau will help tell this story 
that I am talking about today. We are 
in the process of setting up a similar pro- 
gram exclusively for colleges and uni- 
versities. 

Incidentally, last December, 
efforts to inform the people in our plants 
and communities concerning encroaching 
socialism have been intensified. 


since 


“This Is Our America” 


Through the use of a dramatic slap 
board technique, more than 60 employees 
have carried the story of encroaching 
socialism to 20,000 fellow employees. 
They cited the advantages of our present 
way of life over past socialistic experi- 
ments and sounded a warning concern- 
ing some of the legislation which is being 
proposed today. 

The talk, “This Is Our America,” is 
reaching now into outside groups. Dur- 
ing the first five months of this year, 
employees of Allis-Chalmers have pre- 
sented the talk to more than 120. differ- 


ent organizations. It has reached in 


Most highly regarded of the electric 
industry’s recognitions of merit, the 
Charles A. Coffin Award was established 
twenty-eight years ago by the Charles 
A. Coffin Foundation, as a tribute to the 
memory of the late Charles A. Coffin, 
one of the founders and first president 
of the General Electric Company, and 
to honor each year “a distinguished con- 
tribution to the advancement of electric 
light and power service for the con- 
venience of the public and the benefit of 
the industry.” 

Consisting of a gold medal for the 
winning company, and $1,000 for the 
employees’ benefit fund, the Coffin 
Award has acquired national prominence 
in the public mind as well as in the in- 
dustry for its significance as an acclama- 
tion for conscientious service and pro- 
gressive development. 


excess of 10,000 people in this time. 

Churches, schools, PTA _ organiza- 
tions, veterans groups, service clubs, 
farm organizations have listened to it 
and praised it. Most comment on the 
program favorable. However, it 
was criticized by Norman Fhomas and 
the state CIO which had adopted, ac- 
cording to an editorial in the Milwaukee 
Journal, a socialistic platform at its an- 
nual meeting last year. 

We feel that if the American people 
become convinced that industry is failing 
to meet the challenge of the time, they 
will be ready for the merchandise of our 
competitors whose only program is to 
stir up suspicion, unrest, and chaos so 
that they can sell their political philos- 
ophy. We can overcome this by giving 
the American people further construc- 
tive solutions to the problems which we 
find in the world of today. We cannot 
expect recovery to take place overnight. 


was 


Opiate of False Economy 


We can be lulled to sleep with an 
opiate of false economy prescribed by the 
quacks of our day, and we will wake up 
with a hangover of a controlled economy. 

Or we can look to the specialists for 
economic penicillin. This will lead to a 
better understanding and appreciation of 
the real fruits that abound in our Amer- 
ican Way of Life. 
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Electricity in American Agricultural Progress 


By Herbert W. Voorhees 


President, New Jersey Farm Bureau, and Director 
American Farm Bureau Federation, Trenton, N. J. 


An address before the Eighteenth Annual Convention of the Edison Electric Institute, Atlantic 


HERE are common problems that 

we as farmers share with the elec- 

tric companies in America today. 
Common problems first, because we are 
each others’ customers and second be- 
cause there is a growing philosophy of 
paternalism in government which I am 
sure we all feel most deeply is contrary 
to our best interests as a nation, as busi- 
nessmen and as individuals. 

I feel obligated to commend your in- 
dustry for its religious efforts te bring 
electric service to the farmers across the 
nation. Electricity helps farmers to pro- 
duce more efficiently, and is an economi- 
cal necessity in reducing production costs. 
Electricity has contributed greatly in 
making the farm home brighter and 
more healthful. As a result of these all- 
out efforts, an estimated 85 per cent of 
the farms of America now have central 
station service. You have every right to 
be proud of your industry as one that is 
most highly productive and one that has 
played a major role in bringing the 
American farmer his present higher 
standard ofeliving. 


Cooperation Brings Results 


Twenty-five years ago we organized in 
New Jersey the committee on’ Rural 
Electrification, now known as the Farm 
Electrification Council of New Jersey. 
This organization was composed of rep- 
resentatives of agricultural organiza- 
tions, the State Department of Agricul- 
ture, the College and the various power 
companies in the State. “This committee 
has served wonderfully to bring maxi- 
mum cooperation and understanding be- 
tween farm people and their electric 
companies. 

When this organization was started, 
less than 44.2 per cent of New Jersey 
farms were electrified. Now, in 1950, 
electric service is used by 97.9 per cent 
of the farms in the State. I use this ex- 
ample only because I am best acquainted 
with progress of rural electrification in 
New Jersey. But, it is typical of the 
close cooperation electric companies and 
farmers have had in the mutual effort to 
bring electric service to our nation’s 
farms. 


City, N. J., June 7, 1950 
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My friend, Mr. England (President, 
Atlantic City Electric Co.), can boast 
of his company’s achievements. Farm 
power sold in his area has tripled itself 
in the past 10 years. This is not an 
isolated incident either, for consumption 
of power on the farm is increasing at a 
rapid rate. Farm people have been gen- 
erally pleased with the efforts to bring 
electric service to the farms of the na- 
tion, but they are looking forward to 
the day when the fullest practicable cov- 
erage is achieved. 


More Power Needed In Future 


Perhaps one of the greatest problems 
facing farmers today as far as electric 
service is concerned, is power shortages. 
These shortages on rural lines are dis- 
astrous to farm production and are ex- 
tremely costly to farmers. We realize 
that many such difficulties have been be- 
yond your control, but we urge you to 
make every step possible to remedy the 
situation. We in the Farm Bureau have 
always urged private utilities to take the 
steps necessary to meet the demands of 
farm people for electrical energy. Only 
when such facilities are not available 
without limiting the amount of energy 
for farm use, have we asked for REA 
appropriations to furnish the facilities 
and service for farmer needs. 


Agriculture is finding great number; 
of uses for its hired hand, “The ready 
kilowatt.” It would be impossible for 
me to more than begin to tell you of the 
jobs that we do with electric power. A 
modern poultry plant uses electricity to 
hatch eggs, to brood chicks, to mix feed. 
to ventilate poultry houses, to operate 
automatic water systems and automatic 
feeders ; to clean and candle eggs, to give 
longer light hours to stimulate winter 
egg production; to pick chickens, to op- 
erate freezers and for many other things, 

A promising new use for electricity in 
farm production is the use of special 
types of electric lights to replace repel- 
lents and insecticides for the control of 
insects which are harmful to crops. These 
special lights may serve to eliminate the 
use of some sprays and insecticides which 
are now so costly in the farm operation. 


Electric Uses Listed 


Irrigation is going to play an increas- 
ing role in stabilizing crop production, 
at a high level. This will, if operated 
electrically, bring great demands for 
power on rural lines. We will face simi- 
lar demands for more electric power be- 
cause of the increases in farm welding 
units. Farm needs for electric power 
will continue to grow at a high rate, 
particularly in this period of lowered 
farm prices, which forces farmers to 
utilize every efficient method possible in 
the production of farm products. As we 
analyze the problem of farm electrifica- 
tion and our tremendous success in both 
extensions of lines and boosting farm 
power, we cannot help but feel confident 
that future progress can be made most 
satisfactory. Confidence in our service 
and our abilities to produce typifies the 
soundness of our American Free Enter- 
prise system. 

We are all aware of the movements 
afoot today, that are aimed toward a 
false hope of guaranteed security, but 
when placed under their true light, will 
in themselves be the stumbling block that 
will not only destroy our individual free- 
doms and incentives, but will destroy the 
sound security that a prosperous and pro- 
gressive America offers us. 
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Let us review the things on which 
America’s progress to date has been 
made. ‘They are not our natural re- 
sources alone; they are not any super- 
human abilities on the part of our peo- 
ple. Some other nations and groups of 
nations are at least as well equipped in 
natural resources, and all have able men 
and women. 

The answer lies in the peculiar social, 
political and economic institutions which, 
since this country’s founding, have made 
it possible for our people to use our re- 
sources to their own best advantage and 
that of society as a whole. We have a 
tradition of freedom, opportunity, and 
just rewards for individual efforts. On 
this tradition we have built well in the 
past. Are we ready to trade it off for 
something else, or are we going to con- 
tinue to build on a system which has put 
this country in the forefront of the 
world? 


A World View Is Important 


The field of agricultural policy today 
provides as good an illustration of this 
choice as I can find. I hasten to remind 
you that this choice will have powerful 
influence on which way we go in Amer- 
ica. Yes, the way you go. I intend to 
discuss government farm programs here, 
but only incidentally, and principally to 
illustrate major trends now operating in 
amuch larger field. Accomplishment of 
goals in this broader area, the national 
and world economy, are of more im- 
portance to the farmer than any price 
support methods or any other specific 
agricultural measures which may be 
adopted. Unfortunately, some of the 
extensions of government tend to make 
the accomplishment of these goals more 
uncertain. We have the problem of 
keeping such government programs as 
may be necessary consistent with an ex- 
panding, dynamic economy, with full 
production of the real wealth which 
makes for high living standards. It is 
proving to be no small task. 


Two Keys To Farm Prosperity 


If we in agriculture have learned any- 
thing from our experience during the 


| last few years, it is that high produc- 


tivity and well distributed income among 
non-farm people are our best assurance 
of farm prosperity. Without those 
things, no matter how many artificial de- 
vices we use to keep farm prices up, we 
fail to achieve satisfactory income. 
Farmers no longer live on what they 
produce themselves. They live on what 
they can buy with what they get for 
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what they produce. When people out- 
side agriculture are productive, the goods 
and services farmers buy are plentiful 
at reasonable prices. At the same time, 
when they are productive these people 
are able to buy large quantities of high 
quality farm products, and to pay fair 
prices for them. 

The corollary is high per capita pro- 
duction within agriculture itself. What 
the farm family produces constitutes its 
real claim on society for a high standard 
of living, and in this respect agriculture 
has an enviable record. In the early 
days of this nation’s history, 90 per cent 
of the American people were farmers. 
Now only 18 per cent farm, if you take 
census figures on farm population. Ac- 
tually about half of these census farm- 
ers produce 90 per cent of the farm com- 
modities that move in trade. 

This continuing, expanding per capita 
production in agriculture has released a 
larger and larger part of the population 
for production of other goods and ser- 
vices—more and more of the things 
which have made our high living stand- 
ards in the United States possible. Simi- 
lar increases in per capita production in 
your industry and in other lines have in 
turn contributed to the magnificent mate- 
rial progress which has made this coun- 
try the envy of the world. 


Farmers Have Different Problems 


Here it is well to note the differences 
which arise when those who discuss na- 
tional farm policy fail to realize the 
problems of that half of our farmers 
who produce most of the agricultural 
commodities that move in trade are quite 
different from the problems of the other 
half of agriculture. In the other half, 
there are a great many people who are 
no special problem. There are part-time 
farmers with good jobs; there are re- 
tired and semi-retired people who farm, 
but not extensively ; and there are a con- 
siderable number of others who get into 
agricultural statistics, as far as the cen- 
sus is concerned, because the places where 
they live fit the census definition of a 
farm. 

Then, there are a million and a quar- 
ter toa million and a half of these farm- 
ers who are primarily subsistence farm- 
ers. Their problem is not a price prob- 
lem. It is a problem of opportunity. 

Unfortunately, many of those who 
deal in public policy fail to divide this 
problem and, even many of those who 
think seriously about it and do have un- 
derstanding of it, insist on discussing the 
problem of the subsistence farmers every 
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time agricultural price problems are dis- 
cussed, thus adding to the public con- 
fusion on the subject. 

Let’s just see what the application of 
“guaranteed” prices or guaranteed se- 
curity does to the farmer who needs 
land and machinery and opportunity, say 
one who gets $750 gross in an average 
year. Some of you say: “Well we 
haven’t such farmers.” Oh yes, we have; 
many, many thousands of them. ‘They 
may get a higher price than before but, 
of course, they have to be content with 
less production. We must, of course, 
have controls to make such guaranteed 
prices effective. This leaves them about 
the same income, or at the very best, 
if we exempt them from the controls, 
only a very little more. This is not good 
enough for America. 


Expand Opportunity 


‘These people need a progressive so- 
ciety most of all—new capital, education, 
better health, new opportunity. Also, 
they need new industries in which some 
of them may find more profitable and 
useful employment. It is unnecessary 
in this country to stabilize and perpetuate 
poverty thus, and it is cruelly dishonest 
to hold out price guarantees to these 
farmers as an answer to their problem. 
We must and we can, working together, 
expand creative opportunity. This way 
lies progress, prosperity, personal liberty. 
We need imagination to guide our efforts 
in another direction in this country at 
this time. To be sure, we must continue 
to develop and expand our opportunities 
for production of material wealth. 


Quick Changes In Prices 


The Farm Bureau does believe in 
farm price programs. They are needed 
because agricultural prices rise and fall 
much more sharply than do prices of non- 
farm goods. Farm production generally 
remains high even when prices decline 
steeply. These sudden declines in agri- 
cultural prices are not matched by simi- 
lar declines in prices of things farmers 
buy. Outside agriculture, prices tend to 
remain stable, while production fluc- 
tuates widely. From the Spring of 1948 
to the Fall of 1948, the cash price of 
corn was more than cut in half. The 
price of tractors was stable and freight 
rates actually rose. 

However, we consider farm price sup- 
port programs as a form of insurance 
against drastic price declines, rather than 
as a method by which government guar- 
antees profitable prices to farmers. We 
believe that the prosperity of the indi- 
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vidual farmer, like that of the individual 
businessman or the individual worker, 
should depend on his own ability to pro- 
duce efficiently and economically the 
commodities which consumers want and 
need, — 

Support prices should be flexible, 
geared to the supply of each commodity 
supported. This reduces the danger of 
accumulating unwanted surpluses, and 
permits the market to remain an ac- 
curate guide to intelligent production. 
Experience has clearly demonstrated that 
high and rigid support prices result in 
piling up surpluses which hang over the 
market until they are absorbed, some- 
how, in some channels of consumption. 
Unwarrantably high support levels can 
do no more than postpone the problem; 
they cannot solve it. 


Improved Methods Are The Answer 


Price supports at any level are not, 
in themselves, an answer to the farm 
problem. They are not even the major 
part of any adequate “farm program.” 
In the past fifty years, research and edu- 
cation have certainly been a number one 
farm program. To be of value on a 
long-range basis, a farm program must 
make provisions for soil conservation and 
improved farming methods, better mar- 
keting practices, and encouragement of 
adjustments in farm operations to pro- 
duce more of the foods needed in im- 
proved human diets. Farmers must share 
the responsibility for, and be tuned in on 
the benefits of overall national progress. 

These are the essentials of the Farm 
Bureau’s program, a program designed to 
fit into our free choice economy, con- 
sistent with the American tradition, and 
which does not place the individual farm 
family in a position of permanent de- 
pendence on the federal treasury. 


Political Hokum 


The highly publicized Brannan Plan 
represents the opposite philosophy on 
farm programs. It also typifies the 
thinking of those who would trade our 
American system for something quite 
different—a system in which the indi- 
vidual relinquishes much of the control 
over his own destiny to government. If 
we are to consider the Brannan Plan 
at all, we must take it either as political 
hokum—an offer of cheap food to win 
consumer votes and an offer of high 
farm prices to win farm votes—or we 
must consider it as a serious proposal, 
embodying the various features outlined 
in the mimeographed copies of Secretary 
Brannan’s presentation made to Congress 
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in April, 1949. I prefer to deal with it 
on the latter basis, assuming that it was 
seriously and honestly proposed. 
Briefly, the plan would set up an in- 
come standard. This standard however, 
is used only to calculate supports on spe- 
cific commodities. It is reflected in the 
highest level of price supports ever seri- 
ously suggested. This, of course, means 
greater regimentation and control by 
Government. It would permit commodi- 
ties to clear the market at any price they 
would bring. Farmers are asked to be- 
lieve that they would be paid directly 
from the U. S. Treasury the difference 
between the market price and the price 
reflecting the income standard. I should 
like to take a specific example to show 
how the plan would work in practice. 
Secretary of Agriculture Brannan, has 
said that milk under his plan will sell to 
the consumer for as little as 15 cents a 
quart. The New Jersey dairy farmer 
is now receiving around 10 per 
quart for that portion of his milk that 
goes into the bottle. If we assume that 
the milk man will continue to take the 
same margin for operating expenses and 
profit, the farmer will receive only 3 or 


cents 


4 cents per quart assuming, of course, 
that milk is sold to the consumer for 15 
This that the 
farmer, in order to survive, is dependent 


cents a quart. means 
upon government appropriations to pay 
him the extra 7 or 8 cents as guaranteed 
under the Brannan Proposal. Such a 
scheme when applied to milk alone might 
cost 2% billion dollars. 


The Consumer Pays All 


Those of us who have had some ex- 
perience in securing congressional ap- 
propriations would hate to see farmers 
depending on government checks for 
their net income, especially since receipt 
of those checks would depend on com- 
pliance with whatever control programs 
were in effect. Parity payments actually 
appropriated for 1938, 1939 and 1940 
amounted to only about a third of the 
total payments authorized under legisla- 
tion in effect at that time. If the farmer 
does receive his promised government 
check it does not alter the fact that the 
consumer pays the entire cost, together 
with administration expenses. 

If the Brannan Plan had been in ef- 
October, 1949 through January, 
1950, the tax cost for actual marketings 
of federally inspected hogs alone during 
that period would have been $181,780,- 


500 assuming no cost for administration. 


fect 


This contrasts with no tax cost at all 
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on hogs under the present program fo; 
that period. 

The notion that the Brannan Play 
would mean cheap food is an obvioy 
fallacy. Not only is it more expensiye 


to pay for groceries by way of Washing. 
ton, but the effect on American agricyl 
ture would be to reduce the genergl 
standard of efficiency, thus increasing 


costs. 


Encourages Inefficient Production 


The plan would put government jp 
the position of guaranteeing profitable 
Inevitably it would hay 
the responsibility of dividing the priv- 
lege of producing at these guaranteed 
Again, of necessity, a democratic 
Government would increasingly divide 
this privilege among farmers “equit 
ably.” (On a political basis, one vote 
share.) Efficient producers are 
squeezed and inefficient production con 
tinued and expanded. This is bound to 
be the case in any high, guaranteed price 
program necessitating a comprehensive 
system of production and marketing con 
trols. 

The tendency would be toward stand 
ardizing agricultural production on a 
relatively low level of efficiency, and to 


farm prices. 


prices. 


one 


ward discouraging individual initiativeh 
The result 
would be more expensive, not cheaper, 
(Incidentally, notwith-f 
standing the impression one gets from 
some statements by officials of the U. $.f 
Department of Agriculture, the Amer-f) 
can consumer now can buy more anf} 
better food for the money earned withP 


on the part of the farmer. 


farm products. 


an hour’s work than can the consumer 
in any 


world.) 


Let Farmer Make Decisions 


We need your support in obtaining af 
farm program that is consistent with 4 
Th} 


farmer should be given maximum oppor 


dynamic, free choice economy. 
tunity to make his own decisions on pre 
duction and marketing. The philosophy 
in back of our flexible price program és 
that of a free choice system. This pre 
gram will keep the market a reliable 
guide to production and utilization @ 
farm products. It is consistent with a 
expanding economy and preserves fall 
opportunity for farmers. 

We hope that we can keep such @ 
economy in the United States. The it 
fluence of the American Farm Bureat 
Federation will continue to be used t 


(Continued on page 291) 
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an Plan 
obvious 
eXPensiye 
N ashing. 
agricul. 
general 
ncreasing 


ction 


nment in 
profitable 
yuld have 
the privi- 
uaranteed 
emocratic 
ly divide 
s “equit- 
one vote, 





_initiative Comprising the largest Convention attendance in Institute history, delegates to the Eighteenth Annual EEI Convention rati- 
he result® fied by unanimous standing vote the “Principles for Sound Water Resources Development.” The photograph above, taken at 
cheaper.) the moment of ratification of the principles in the Ballroom of the Atlantic City Convention Hall on Monday afternoon, June 
notwith- 5th, represents a section of the audience on this historic occasion. 


Electricity in 
Ch American Agricultural 
ae 3 Progress 


(Continued from page 290) 


help maintain, strengthen, and improve 
the system which has made America. 

You may have reached the conclusion 
that the Farm Bureau attitude is a con- 
servative one. On some points our poli- 
cies are conservative, and on some they 
are not. However, I believe that this 
country has reached a stage in its de- 
velopment when a discriminating con- 
servatism is of the utmost value. 

In this period of rapid social change, 
at the end of a half-century marked by 
the two most devastating and disruptive 
wars in history, we face staggering de- 
cisions as a nation. In the shadow of 
the greatest threat civilization has ever 


L.V. Surron, new President of the Institute, conferring with Col. H. 8. Bennion, known, however, we, in this country, 
‘Managing Director. Mr. Sutton assumed his presidential duties immediately after still have the freedom and, I firmly be- 
the close of the Convention. Col. Bennion, as the official delegate of the U. 8S. lieve, the ability to choose. 

National Committee, will attend the World Power Conference in London in July. (Continued on next page) 
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The chaotic state of the world gives 
us a heavy responsibility and a brilliant 
opportunity. It is my firm conviction 
that if the values of our civilization are 
to be richly productive, as in the past, 
if the tradition of individual liberty and 
human dignity is to be preserved, we 
must show the way as virtually the only 
people left in the world, having both the 
tradition of freedom and the resources 
for making good on our decisions. 


The Electric 
Uulity of 


Tomorrow 


(Continued from page 232) 

the electric facilities, or leasing as is now 
the plan at Hoover dam, or through 
non - discriminatory agreements. The 
Federal Government would retain full 
control of the projects. Any savings re- 
ceived would be passed on to all custom- 
ers, the regulatory commission having 
jurisdiction deciding in each case how 
this would be done. 


Benefits to Be Realized 


The benefits would be indeed great. 
‘hey would include: 


’ 
_ 


1. Checking the spread of socialism. 
The Federal ownership of electric 
utilities is the very cornerstone of 
the subversive “isms” that threaten 
to overwhelm us. 

2. Saving vast sums of the taxpayers’ 
money, currently and in the future. 

3. Reducing special privilege. 

4. Eliminating present discrimination 
in distributing Federal electric 
power. 


an 


. Promoting the sound utilization, 
conservation and control of the 
water resources of the nation. 


Pattern of the Future 


The ruinous conflict between the Fed- 
eral Government and the electric com- 
panies must be brought to an end on a 
sound American basis. United, we must 
put our full energies to this task—com- 
placency and timidity will be fatal. I 
have every confidence that our indus- 
try, which has accomplished so much in 
the past, will be successful in meeting 
this problem of survival with which it 
is faced. 

This, then is the pattern of the future 
as I see it: 
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1950 
JULY 
10-12 World Power Conference, London, England. 
AUGUST 
21-25 Illuminating Engineering Society National Technical Conference, Hotel Hunt- 
ington, Pasadena, Calif. 
SEPTEMBER 
25-27. American Trade Association Executives Annual Meeting, Somerset Hotel, 
Boston, Mass. 
27-29 Canadian Electrical Manufacturers Association Annual Meeting, General 
Brock Hotel, Niagara Falls, Ontario, Can. 
27-30 Association of Edison Illuminating Companies Annual Meeting, Colorado 
Springs, Colo. 
OCTOBER 
2-6 American Gas Association Annual Convention, Atlantic City, N. J. 
3-5 American Institute of Electrical Engineers, District No. 2, Baltimore, Md. 
5-6 Pennsylvania Electric Association, Transmission and Distribution Committee, 
Irem Temple Country Club, Dallas, Pa. 
8-11 47th Annual Convention, Rocky Mountain Electrical League, Broadmoor Hotel, 
Colorado Springs, Colo. 
9-10 Electric Equipment Committee, EEI, Chamberlin Hotel, Old Point Comfort, Va. 
11-13 Indiana Electric A’sociation Annual Convention, French Lick Springs Hotel, 
French Lick, Ind. 
11-14 International Association of Electrical Leagues, 15th Annual Conference, Copley 
Plaza Hotel, Boston, Mass. 
16-17 Iowa Utilities Association Management Conference, Fort Des Moines Hotel. 
Des Moines, Iowa. 
6-20 38th National Safety Congress, Chicago, IIl. 
17-21 National Electrical Contractors Association Annual Convention, Biltmore Hotel, 
Los Angeles, Calif. 
19-20 Transmission and Distribution Committee, EEI, Hotel New Yorker, New York, 
| ae 
23-27 American Institute of Electrical Engineers, Fall General Meeting, Skirvin 
Hotel, Oklahoma City, Okla. 
25-27 Meter and Service Committee, EEI, Robert Treat Hotel, Newark, N. J. 
NOVEMBER 
8-10 Wisconsin Utilities Association, Electric and Gas Section, Schroeder Hotel, 
Milwaukee, Wisc. 
13-16 National Electrical Manufacturers Association, Chalfonte-Haddon Hall, Atlan- 
tic City, N. J. 
27-29 American Standards Association Annual Meeting, Waldorf-Astoria Hotel, New 
York, N. Y. 
1951 
JUNE 
4-7 Epison ELectric INstiTuTE, Nineteenth Annual Convention, Denver, Colo. 








1. Astrong, prosperous and free coun- 
try—a true land of opportunity— 
in which to live and work. 

2. A vast additional market for elec- 
tricity. 


w 


gain than it is now. 
4. Stronger, larger, better organized 
electric companies. 


Jt 


Improving efficiencies, so that elec- 
tric power will be a greater bar- 


ness in the public interest for tM 
advancement of our nation. 
It is a good prospect; it is ours if W 
will make the effort to realize it. 


Turn Aside the Wave of Socialism 


We have a fine industry. It is we 
worth saving from the threats which a1 
danger its future. And in saving it 4 
will be doing our part to turn aside th 





End of the competition from sub- 
sidized Federal power enterprises 
and a clear road ahead to develop 
and operate the electric utility busi- 


wave of socialism and like ‘‘isms’’ whid 
are sweeping the world, and threatenif 
the American way of life which is 0 
heritage and which we hold so dear. 
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ik a I ccivaceacanncebeuin mean Carolina Power and Light Co., Raleigh, N. C. 
i. Bi. Bervases, Face Preebant. ooo ncccccccsccasesves Philadelphia Electric Co., Philadelphia, Pa. 
H. S. Bennion, Vice President and Managing Director. ..420 Lexington Avenue, New York, N. Y. 
RK. B. Cont, Tremere. osc cccccsaccess American Gas & Electric Service Corp., New York, N. Y. 
WO, MIs oo occ dcescancesases cxcenees 420 Lexington Avenue, New York, N. Y. 


BOARD OF DIRECTORS 
(Terms Expiring 1951) 


i ene id a hpleemaaghlkaieks Mame Alabama Power Co., Birmingham, Ala. 
ik be ncneainaesdandeennns Delaware Power and Light Co., Wilmington, Del. 
Ce I, IS ios cnn adnddudisweweamnn Utah Power and Light Co., Salt Lake City, Utah 
DAS ca cece ce dekebes Ohba ae ReAional Consumers Power Co., Jackson, Mich. 
es iia ictiacinnndtnnhsnoadinannicainmied Public Service Co. of Colorado, Denver, Colo. 
ee ins tpn sencieabaees amen Public Service Electric and Gas Co., Newark, N. J. 
BASE Ee. ENS ooo a2. b nda o Od wea e Se oS eo eae Pacific Power and Light Co., Portland, Ore. 
ih I ita a dix aknh 6nd ewilesx din mame Oioakaea aan Georgia Power Co., Atlanta, Ga. 
EE ree South Carolina Electric & Gas Co., Columbia, S. C. 
I, Ng sp iicidcacicnerdeseanswuneees Wisconsin Power and Light Co., Madison, Wis. 
ee a 60 ici ws dnidoninincanie incidence aaa West Penn Power Co, Pittsburgh, Pa. 
DEM CINE oc nant ckccsccsensvscesses Southern California Edison Co., Los Angeles, Cal. 
Cac TROND sg ations cain at aive Suda tw Std bs ala vt OS Texas Electric Service Co., Ft. Worth, Texas 
iS ied dd eed sadam aweanaheeeeekannaend Boston Edison Co., Boston, Mass. 
ee Ne icdcnweicdusunccdurkmonsaacaaaat ant Central Maine Power Co., Augusta, Maine 
(Terms Expiring 1952) 
Ws le SN in sc nitctnd vww-weaeednmmaidon The Cincinnati Gas & Electric Co., Cincinnati, Ohio 
ee Es dias bacdoe aadnnincagaiiaa pines Ranbeinies Philadelphia Electric Co., Philadelphia, Pa. 
Bis Si II ist dts dn eens senwasewceaane Northern States Power Co., Minneapolis, Minn. 
Cosas. 1. DORR ASURED. ... 20.6 s0ces Consolidated Edison Co. of New York, Inc., New York, N. Y. 
i ig ad ioe cud wantanaukaeteans Pacific Gas and Electric Co., San Francisco, Cal. 
Ee Pe ict dadiinckeatamkanw bad marae Virginia Electric & Power Co., Richmond, Va. 
Fi Cth int eve ddsswdeneconeenend Pioneer Service and Engineering Co., Chicago, III. 
Sik, ie IN 5p. cn dane eueeeewaaaemen Wisconsin Public Service Corp., Milwaukee, Wis. 
By i SN 6. d.b-a 0.5 diated Aahna dade bedeeedbaaenen Duquesne Light Co., Pittsburgh, Pa. 
Be timid indekl mdeheme ail awed 24a Union Electric Co. of Missouri, St. Louis, Mo. 
Ek Ps kar orndncnedarcdcnncetewaseeee New England Electric System, Boston, Mass. 
ee SR an eakt canna e haa ema enew Niagara Mohawk Power Corp., Buffalo, N. Y. 
PND ATI a a stacb sae beinid kw ranee ae ane ae mew eine AS ee The Ohio Power Co., Canton, Ohio 
See ly IRs vc cveadccar ae eaewnncanane Wisconsin Electric Power Co., Milwaukee, Wis 
PE: Tes WOES 6 kc tawarisacdeecersncas Southwestern Gas & Electric Co., Shreveport, La 
(Terms Expiring 1953) 
Be Ne i iced tenant tabedemeein Rochester Gas and Electric Corp., Rochester, N. Y. 
A Consolidated Gas Electric Light & Power Co. of Baltimore, Baltimore, Md. 
it Pas hte ekGeh ed eekeaateee beedendeene te Long Island Lighting Co., Mineola, L. I. 
EI Pic iis bss, a wikis pte ermantn wis saieee eee Kansas Gas and Electric Co., Wichita, Kan. 
I ee NII Sg a say do Sha sng nila Srbce Slee Bo Riew te wleue Iowa Power and Light Co., Des Moines, Icwa 
ED ck niispadceneekenddnwne’ Oklahoma Gas and Electric Co., Oklahoma City, Okla. 
Dh SR acd n nde edeiwesesenenan bene San Diego Gas and Electric Co., San Diego, Cal. 
ie i IOI vss cedcuwcedeeuneeee The Connecticut Light and Power Co., Hartford, Conn. 
Di, Be EE aks dtd cane cawcewns The Cleveland Electric Illuminating Co., Cleveland, Ohio 
i Bnd cad ae pened eeeaaeeeene New Orleans Public Service Inc., New Orleans, La. 
Dy Tt SI i nee dat ccdne ene ceneekeehada kenmee ins The Detroit Edison Co., Detroit, Mich. 
Ee ie eae NID Saha) aia. acertvw okra berdaiovers Indianapolis Power and Light Co., Indianapolis, Ind. 
I RNIN 5.6 ns scr dg diay d Gi leo The Washington Water Power Co., Spokane, Wash. 
ci I fo 5 sak odin ie Wostel Iw is eR RCRA BIS Carolina Power and Light Co., Raleigh, N. C. 
ie A I hss nies no 9b 316 Kino SG ome Giow ae borer New Jersey Power and Light Co., Dover, N. J. 


Executive Committee 


W. C. Beckjord, C. P. Crane, C. B. Delafield, E. W. Doebler, R. H. Knowlton, E. L. Lindseth, 
D. C. Luce, P. H. Powers, and J. T. Ward. 
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D. C. BARNES Virginia Electric & Power Co., 
Charlottesville, Va. 

E. F. Barrett. .Long Island Lighting Co., Mineola, N. Y. 
S. R. BERTRON Houston Lighting & Power Co., 
Houston, Tex. 

mS NNN aii wcactisih 9 dion Pacific Gas and Electric Co., 
San Francisco, Calif. 

GeorcE H. BiakeE....Public Service Electric & Gas Co., 
Newark, N. J. 

B. F. BRAHENEY............Northern States Power Co., 
Minneapolis, Minn. 

PrENTIss BRown.. The Detroit Edison Co., Detroit, Mich. 
Curtis E. CALDER Electric Bond & Share Co., 
New York, N. Y. 

J. W. CarpPENTER. . Texas Power & Light Co., Dallas, Tex. 
H. P. LiversipcE Philadelphia Electric Co., 
Philadelphia, Pa. 

Niagara Mohawk Power Corp., 
Syracuse, N. Y. 

T. W. Martin...Alabama Power Co., Birmingham, Ala. 


Ear_eE J. MAcHoLp 


J. W. McArse Union Electric Co. of Missouri, 
St. Louis, Mo, 

W. C. MuLienpore....Southern California Edison Co., 
Los Angeles, Calif, 

New Orleans Public Service, Inc., 
New Orleans, La, 


Ohio Edison Co., Akron, Ohio 


A. B. PATERSON 


W. H. Sammis 
WILLIAM SCHMDT, Jr., 
Consolidated Gas Electric Light & Power Co., 
Baltimore, Md, 
Puitip Sporn...American Gas & Electric Service Corp., 
New York, N. Y, 
A. H. Kenor....Consolidated Edison Co. of N. Y., Inc, 
New York, N. Y, 
The West Penn Electric Co.,, 
New York, N. Y, 
J. V. Toner Boston Edison Co., Boston, Mass, 
J. R. Wuitinc....Consumers Power Co., Jackson, Mich, 
E. A. YATES The Southern Co., New York, N. Y, 


E. S. THompson 


CHAIRMEN OF EDISON ELECTRIC INSTITUTE COMMITTEES (1950-1951) 


ACCOUNTING 


Accounting Division Executive, RALPH H. SMITH 
A pplication of Accounting Principles, H. H. ScAFF 
Customer Activities, R. B. McCrorey 
Depreciation Accounting, G. T. LoGAN 

General Accounting, L. C. PROVENCHER 

Plant Accounting and Records, C. E. RAINES 
Taxation, C. W1IGAND 


COMMERCIAL 


Commercial Division General, M. E. SKINNER 
Sales Personnel and Training, R. J. MILER 


Wiring and Specifications, R. W. WILSON........00eeeees 


Commercial Sales Section, C. D. HOLLIsTER 

Farm Section, R. T. JonEs 

Industrial Power and Heating Section, Ropert G. Ety 
Residential Section, E. O. GEorGE 


ENGINEERING 


Engineering Division General, H. P. SEELYE 


The Cleveland Electric Illuminating Co., Cleveland, Ohio 


Ebasco Services Inc., New York, N. Y, 

Georgia Power Co., Atlanta, Ga. 

Philadelphia Electric Co., Philadelphia, Pa. 

The Detroit Edison Co., Detroit, Mich. 

Niagara Mohawk Power Corp., Syracuse, N. Y. 
Commonwealth Services, Inc., New York, N. Y, 


Union Electric Co. of Missouri, St. Louis, Mo. 


The Cleveland Electric Illuminating Co., Cleveland, Ohio 
(iAeienegee Guanine Kentucky Utilities Co., Lexington, Ky. 


Niagara Mohawk Power Corp., Albany, N. Y. 
Pennsylvania Power and Light Co., Allentown, Pa. 
Public Service Electric & Gas Co., Newark, N. J. 
The Detroit Edison Co., Detroit, Mich. 


The Detroit Edison Co., Detroit, Mich, 


rr i 2S sss ind seb dd eke cdeeeeee a0 ad eee cee ens Commonwealth Services, Inc., Jackson, Mich. 
I Een cinevsateehstakh Koo enenea ee Union Electric Co. of Missouri, St. Louis, Mo, 
ee RE BE, I. EN sn ions cn ncacdvesaesenes euactecada Rochester Gas & Electric Corp., Rochester, N. Y. 
i i ieee alas asirenned bade kobe MARA Public Service Electric & Gas Co., Newark, N. Js 


Transmission and Distribution, J. E. McCorMAck Consolidated Edison Co. of New York, Inc., New York, N. Y. 


GENERAL 


Accident Prevention, W. T. Rocsrs Ebasco Services Inc., New York, N. Y. 
ESSN ES EON E TOT T OE TTT TTT TT eT TT eT Tee eT | Consumers Power Co., Jackson, Mich 
Electric Power Survey, WALKER L. CISLER..........cccce secccscccecscccces The Detroit Edison Co., Detroit, Mich 
Financing and Investor Relations, C. E. OAKES... 1.6.00 e ec cee eeeees Pennsylvania Power and Light Co., Allentown, Pas 


Industrial Relations, S. F. LEAnHY 
Insurance, 1. M. CARPENTER 

Legal, RatPpH M. Besse 

Membership, E. S. THompson 

Prize Awards, G. E. WHITWELL 
Purchasing and Stores, H. E. Hopcson 
Rate Research, Harry I. MILuer 


Rural and Urban Development, G. R. KEEGAN............ 


Statistical, Exprep H. Scotr 
Transportation, S. G. PAGE 


The Detroit Edison Co., Detroit, Mich 

Ebasco Services Inc., New York, N. Y. 

The Cleveland Electric Illuminating Co., Cleveland, Ohié 
The West Penn Electric Co., Inc., New York, N. Yj 
Philadelphia Electric Co., Philadelphia, Pa 

Wisconsin Power & Light Co., Madison, Wis 

Wisconsin Public Service Co., Oshkosh, Wig 


....Western Massachusetts Electric Co., Springfield, Mas¢ 


The Detroit Edison Co., Detroit, Mich 
Duquesne Light Co., Pittsburgh, Pa 








